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Deer Hunting with bow & arrow—Photo by Mark Shaw 


For a better way to take care of your nest egg 
talk to the people at Chase Manhattan 


Even pursuits that justify the most 
complete concentration sometimes get 
short shrift because of preoccupation 
with investment cares. 

This need not happen to you. 

Just ask Chase Manhattan’s Per- 
sonal Trust Division to take over 
posthaste. The moment you do you'll 
rid yourself of such ever-present and 
unnecessary details as stock rights and 


record keeping, call dates and coupons. 

What's more, eminently qualified 
nest egg specialists will, ata word from 
you, act as your Executor and Trustee, 
advise you on your investments, or 
plan your estate with you and your 
lawver. 

For detailed information about the 
nest egg service that most interests you 
phone LL 2-2222 or write to: Personal 


Trust Division, The Chase Manhattan 
Bank, | Chase Manhattan Plaza, New 


York t5, New York. 


THE 

CHASE 
MANHATTAN 
BANK 
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He’s worthy of life’s most precious trust 


Trust work often gets involved — in the nicest, most personal way. Over the years, 
who knows how many trips to the museum or rides on the swan boat have been taken 
. by Old Colony Trust officers ? 


ew Acting as executor, custodian, trustee or guardian, the Old Colony Trust officer in- 


Stinctively walks the extra mile, oftentimes in the treasured company of a small, 
fatherless boy or girl. 






Worthy of 


We hesitate to make something special out of this warmly human act. Certainly it’s your Trust 


not the prime function of a trust officer. Rather, the time spent off-hours, the personal 
involvement, just seem to be part of the job. 


We wouldn’t have it any other way. Nor ap- 


parently would the legion of families all over OLD COLONY 


New England who look upon Old Colony as a TRUST COM PANY 
most trusted friend. 


ONE FEDERAL STREET, BOSTON 6, MASSACHUSETTS ¢ Allied with THE First NATIONAL BANK OF BOSTON 
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Why so many families 
turn to Pittsburgh National 


First—you receive sound advice and personal 
service in Pittsburgh National’s Trust Depart- 
ment. The Trust staff of over 400 includes spe- 
cialists to assist you with every estate and trust 
problem. Working with your attorney, these 
specialists assure the proper creation and func- 


tioning of your plans to protect your family: 


Second—this competent personal service costs 
no more than you would have to pay an inexperi- 
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enced executor or trustee—often it is sub- 
stantially less. 

This type of top grade personal service has 
brought more than a billion dollars in trusts to 
our Trust Department—over 90% of these are 
funds of moderate size. 

To make sure you and your family get the 
very best, arrange with any of our officers in 
the Trust Department for a discussion of our 
services. We'll be glad to talk to you and your 
attorney—and there’s no obligation. 


PITTSBURGH NATIONAL BANK 


Trust Department — 414 Wood Street 


Member Federal Deposit Insurance Corporation 
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Cover Picture Howard Chandler 
Christy’s composite oil painting of Thomas 
Alva Edison in the Capitol at Columbus, 
Ohio. An illustrious son of that state, born 
in 1847, his discoveries pioneered develop- 
ment of modern lighting and use of elec- 
trical, energy in its multiple applications. 
Today’s complex and ever-mounting needs 
for energy to supplant human muscles de- 
mand more than one energy source, how- 
ever, with consequent intense competition 
for these energy markets between coal, 
petroleum products, gas and, as a recent 
but potentially important future factor, 
atomic energy. Man will also seek to tap 
the sun’s energy and may also succeed in 
more efficient conversion of chemical re- 
actions into electricity by fuel cells, 
thermionics and magnetohydronamics. Some 
of these possibilities are treated in this issue 
in the Energy Column (p. 1038) and in 
an article on Fuel Cells in the Scientific 
Engineering Developments Column (p. 
1048). Photo by Louis C. Williams 
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CORRESPONDENCE 


| Credo for Lawyers 





Reading Joseph Trachtman’s “A 
Credo for Estate Lawyers” in the Octo- 
ber issue produced dual emotional sat- 
isfaction for me. It was a delight to 
be carried along by the unaccustomed 
current of sound logic, and a joy to ride 
the waves of personal memory back to 
my experiences as Mr. Trachtman’s stu- 
dent. 

I recognize the unfortunate fact that 
Mr. Trachtman’s counsel will have little 
effect upon those in “Estate Planning” 
who have most to learn from it. How- 
ever, | would like to be able to dis- 
tribute reprints of the article among 
several associates who may benefit 
therefrom. If possible, please send me 
a dozen copies and bill me accordingly. 

Seymour Gloger 
Gloger & Osserman 
New York City 


As a fellow attorney and a one-time 
student of Joe Trachtman’s, | read with 
the greatest interest his article: “A 
Credo for Estate Lawyers” in the Octo- 
ber issue. 

Joe covers so many points that it 
would take an equally long letter to 
agree or disagree with all of his pro- 
posals. Suffice it for me to cheer his 
expressions of scorn for much of the 
material offered by the “non-lawyer pur- 
veyors of expertise,” as he puts it. 

On this score, I should like to add one 
further point: before preparing a will 
for a new client, I always try to see his 
life insurance policies, as well as any 
pertinent benefit plans. Often the client 
tells me: “My insurance agent has just 
completed an analysis of my policies, 
and everything is in perfect shape.” He 
seems surprised when I insist on seeing 
the policies and the agent’s analysis, 
which is always a fine-looking document. 

This is not to say that the agent’s 
analysis isn’t helpful. For one thing, it 
assures me that I’m seeing all the poli- 
cies. But all too often a $10,000 policy 
is tied up in the form of some fan- 
tastically inflexible method of disposi- 
tion. The testator may be perfectly will- 
ing to leave all his property outright to 
his wife, even if it’s $100,000 in listed 
securities, but he doesn’t realize that a 
few years ago he limited her life insur- 
ance settlement under the $10,000 pol- 
icy to $43 a month for 240 months 
and nothing thereafter. 

(Continued on page 1081) 
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ECONOMIC COMMENTATORS AND POLITICIANS 
are citing the increase in GNP totals with 
an affection that does this index too much 
credit. As a true measure of 'prosperity' 
or buSiness or economic well-being, Gross 
National Product is changing its complex- 
ion more and more each year. For one 
thing, federal government is spending at 
annual rate of $47 billion for military 
needs alone, out of total budget of $88 
billion. (GNP rate is now estimated at 
$522 billion.) Add more billions for state 
and local governments payments for goods 
and services. Of all these expenditures a 
large percentage does not contribute to 
real wealth, as does production of houses 
or autos or, better yet, production facil- 
ities........eMilitary Spending has gener- 
ated many advances in technology and 
opened new fields of civilian productiv- 
ity, but much is as expended as a burned- 
up rocket. In another realm, we have the 
inherent waste of "Parkinson's Law" as ap- 
plied to much of governmental operation 
and its welfare-spending which bears no 
relation to ‘production’ but only to its 
distribution, and is thus inflationary to 
boot. In the ‘service industries,' into 
which area a larger share of total ex- 
penditure is going, much of it is like 
taking in each other's washing, so far as 
our nation's stock of goods is concerned. 
Real prosperity and economic advance do 
not come automatically with a rising GNP 
and it is time a reappraisal were made of 
this loosely used and often misleading 
yardstick. It may well point up the danger 
of relying on artificially stimulated 


spending as a base for meeting ever-mount- - 


ing costs of social government. 
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FINANCE AND ESTATE PLANNING FORUMS have 
proven their worth as a builder of both 
goodwill and business for banking and 
trust departments, as well as rendering a 
public service. In most cities they are 
now considered annual events-and have 
gained wide press and civic support. More 
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banks are now uSing this method of busi- 
ness development and expanding from Single 
to multiple sessions. This is feasible 
where a new, changing audience is con- 
cerned and there are many industrialists, 
business and professional people, plus 
wives, who are today taking a thoughtful 
part in civic affairs and watching nation- 
al events. The fascinating discoveries of 
Science-fiction-fact that have unfolded 
in atomic, electronic and other dynamic 
new worlds have also made even scientists 
themselves echo the words from The King 
and I: "It's a Puzzlement." Even in one 
‘field’ of engineering, for example, it is 
almost impossible for one person to keep 
the expanding horizons in view and cog- 
nizance. Banks may well consider progran- 
ming of forums or panels of technical ex- 
perts — from industry, university or re- 
tired — who could, in lay language, ex- 
plain the significance to our daily life 
of these modern miracles, to customers, 
prospects, civic leaders — and their own 
staff. 


# * 


TRUST ASSETS OF NATIONAL BANKS rose over 
$16 billion in 1960 to a total of $73.2 
billion according to the recent report of 
the Comptroller of the Currency. This is 
double the volume in 1951 ($36.1 billion). 
Trust department gross earnings of $200 
million compare with $182 million the 
previous year, making another all-time 
high. At the 1960 year-end 173 national 
banks were operating 247 Regulation F sec- 
tion 17(c) Common Trust Funds with total 
ledger value of more than $799 million. 
Data for employee benefit trusts and agen- 
cies was again included. (See p. 1004). 


* * 


TRUST BUSINESS WAS MORE IN THE NEWS than 
usual in recent weeks, both in the trade 
press and in magazines and newspapers. The 
October Reader's Digest reported the ar- 
ticle 'Sticky Fingers in Our Probate 
Courts' from Harper's, citing exorbitant 
fees of ‘special guardians,' often for 
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The November issue of 
"How to Stay 
sllowing one on ‘Growing Rewards 
nt Money’ the previous month) 
tures the roles of trust depart- 
.veStment counsellors and mutual 
making up the multi-billion dol- 
tment Management "Industry'. 
of Trusts and Estates were privi- 





leged to 


advise with authors and re- 
searchers of these articles and to provide 
reference material to assure proper under- 
standing of the fiduciary relationship. 

Qne of the more interesting newspaper fea- 
tures appeared in the Oct. 22nd column by 
Burton Crane in the New York Times, de- 


of U.S. 


The U.S. 





and the investing public. 


* * * 
FOREIGN INVESTMENTS IN U.S. 


scribing a measure of investment appraisal 
pased on institutional holdings of equi- 
ties which placed special emphasis upon 
our survey-reports of Common Trust Fund 
portfolios. It is a double pleasure thus 
to serve both the professional trustees 


cleared away, 


BILLION at end of 1960 are only one fifth 
Stake abroad, according to a De- 
partment of Commerce survey. 
investments are about one half in resource 
development and processing, as contrasted 
with foreign concentration here in finan- 
cial and insurance areas. 


Our direct 


Item of interest: 


capital abroad has almost tripled 
Since 1950, while foreign interests here 
have only doubled. 


HOT NEW STOCK ISSUES ARE AGAIN TO THE 
FORE after a hiatus of some six months. 
Like all similar phenomena, no generaliza- 
tions are possible; some are good and some 
are horrid but when the wreckage is 
there will no doubt be more 
tears than smiles for eager speculators. 
SEC rules can't protect people who won't 
take the trouble to read the prospectuses. 


Moral: consult your bankers or trust of- 
ficer or other competent adviser with no 


OF $18.4 axe to grind. 





Trust Subjects in 1961 Theses 
at Stonier Graduate School 
of Banking 


Trust subjects were chosen by five of 
the 25 members of the Class of 1961 
at the Stonier Graduate School of Bank- 
ing whose theses were selected for 
permanent placement in the libraries of 
Rutgers — the State University of New 
Jersey (where the School is conducted 
by the American Bankers Association). 
Harvard University Graduate School of 
Business Administration, and the A.B.A. 
at its New York City headquarters. The 
‘ignificance of this honor is shown by 
he fact that 322 theses were submitted 
by the graduating class. 

The trust theses and their authors 
ae: A Trustee’s Guide to Title Insur- 
mee by J. Richard Boylan, assistant 
rust investment officer, Provident 
Tradesmens Bank & Trust Co., Philadel- 
vhia; Retention by a Corporate Trustee 
f its Stock in Trust by William W. 
Helms, assistant trust officer, First Trust 
Lo, St. Paul: Solicitation of Personal 
lrust Business for a Metropolitan Trust 
Department by J. David Lynch, assistant 
tust officer, Central Trust Co., Cincin- 
rati; Gifts of Securities and Cash to 
Minors by Stuart A. Reading, assistant 
‘ice president — assistant trust officer, 
National Bank of Detroit; Conventional 
mall Trusts, Large Trust Institutions, 
ind the Mass Market by William L. 
Rhoads, III, assistant trust officer, Phil- 
idelphia National Bank. 
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Brinton Memorial Set Up Under Will 


A Wyoming ranch which has an un- 
usual collection of Western art has been 
established as a memorial to the late 
Bradford Brinton, industrialist and 
sportsman, under the terms of his sister’s 
will. The memorial was established this 
summer by the Northern Trust Co. of 
Chicago as trustee for the late Miss 
Helen Brinton. \ 

The Bradford Brinton Memorial Ranch, 
formerly the Quarter-Circle-A, is located 
at Big Horn, Wyoming, and contains a 
valuable collection of pioneer Western 
art, sculpture, and Indian relics. In- 
cluded in the collection are some 600 oil 








paintings, water-colors, sketches, etch- 
ings, and prints executed by artists such 
as Charles Russell, Will James, Edward 
Borein, E. W. Gollings, Frank Tenney 
Johnson, Hans Kleiber and Winold Reiss. 
In addition there are sculptures by Rus- 
sell and Remington, Indian Western 
relics, jewelry, rugs, and documents. 
Noteworthy among the collection is the 
only known oil painting by Frederic 
Remington concerning Custer at Little 
Big Horn. 

More than 100 visitors are being at- 
tracted daily to the Brinton Memorial. 
A resident staff assists visitors. 


Be ne " cs 


Frederic Remington’s only known oil painting of the Custer massacre is among the 
valuable pieces of Western art on display at the Bradford Brinton Memorial Ranch, Big 
Horn, Wyoming. The ranch is administered in trust by Northern Trust Co. of Chicago. 
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Queenan Heads CPAs 
John W. Queenan, CPA, of Green- 


wich, Conn., was elected president of 
the American Institute of Certified Pub- 
lic Accountants on October 31 at the 
74th annual meet- 
ing of the 40,000- 
member _ national 
professional organ- 
ization, held in 
nan is managing 
Chicago. Mr. Quee- 
partner of the in- 
ternational ac- 
counting firm of 
Haskins & Sells, with headquarters in 
New York. 

He began his accounting career with 
the firm upon graduation from the Uni- 
versity of Illinois. He is currently vice 
president of the New York State Society 
of CPAs. In addition to his professional 
activities, Mr. Queenan is chairman of 
the accountants’ divisions of the New 
York World’s Fair 1964-65 Corpora- 
tion’s Finance Committee and of the 
Columbia-Presbyterian Medical Center 
Fund Drive. 

Elected vice presidents were: Richard 
L. Barnes, CPA, Florida; Richard S. 
Claire, CPA, Illinois; Thomas D. Flynn, 
CPA, New York; Marvin L. Stone, CPA. 
Colorado; and as treasurer, Roger Wel- 
lington, CPA, of Massachusetts. 

The four-day meeting featured ad- 
dresses by Budget Director David E. 
Bell and Erwin Griswold, Dean of the 
Harvard Law School. Subjects discussed 
at the meeting included progress in ac- 
counting research, changes in federal 
income taxes and cooperation between 
CPAs and lawyers. 





JOHN W. QUEENAN 
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Lire UNDERWRITER WINS TRUST 
ComMPANY AWARD 


Alexander J. Duplicki has been 
awarded the 1961 Fidelity-Philadelphia 
Trust Co. Chertered Life Underwriter 
Scholarship for “production perform- 
ance and efforts directed to maintain- 
ing the high standards of integrity and 
service rendered by the life insurance 
business.” The scholarship, provides 
four years study at a university or col- 
lege selected by the winner. 

Mr. Duplicki, the ninth recipient, who 
is associated with the Carl Oxholm, Jr., 
Agency, general agent for Penn Mutual 
Life Insurance Co., has qualified for 
the Million Dollar Round Table for 
1961-62. In 1958 he was selected for 
the Penn Mutual “Man of The Year 
Award.” 
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State Personal Trust Assets 
$27 Billion 


Personal trust assets for state chart- 
ered trust institutions in 22 states from 
which figures are available reached th> 
total as of latest available calculation 
of $27,313,637,995. Ten states gave fig- 
ures for June 30, 1961, seven for De- 
cember 31, 1960, four for latest exam- 
ination dates, and one represented the 
1959 year-end. 


To this $27 billion total might be 
added another $64.7 million in personal 
trust assets managed by foreign trust 
institutions. Corporate trust accounts in 
these same states represent another $6.6 
billion plus $221 million under foreign 
corporate trustees. 


The nine states which gave a break- 
down between court and private ac- 
counts showed a total of $1,653,972,000 
for the former and $9,093,034,000 for 
the latter. Real property, listed by 14 
states totaled $546.608,000 and 11 states 
gave a total in mortgages of $237,661.- 
000. Bonds and stocks, reported sepa- 
rately by 11 states, totaled respectively 
$4,524,065,000 and $4,254,099,009. 


Totals for the states follow: 





Arizona a 12,024,676 
California 4,001,308,000 
Connecticut an! 1,476,040,557 
Dist. of Columbia 648,568,586 
Florida 268,013,933 
Idaho 1,844,748 
Illinois 2,610,533,519 
Indiana 234,631,634 
Kansas 8,274,919 
Maine ; 105,066,336 
Massachusetts 7,458,898,000 
Michigan 1,345,484,622 
New Hampshire 37,376,048 
Ohio 2,314,349,195 
Oregon - 27,890,421 
Pennsylvania 5,707,479,764 
Rhode Island 658,499,389 
Texas 95,910,870 
Vermont 56,141,153 
Washington 87,000,000 
West Virginia 156,842,487 
Wyoming 1,459,138 

$27,313,637,995 

A A A 


e “Fiduciary Functions” will be dis- 
cussed by Robert C. Guthrie, vice presi- 
dent and trust officer, First National 
Bank, Topeka, at the December 5 meet- 
ing of the bank management course of 
Washburn University. Twelve students 
are enrolled and 13 Topeka bank officers 
are participating as lecturers. The pur- 
pose of the course, develaped in coopera- 
tion with the Kansas Bankers Associa- 
tion is to present a practical view of 
commercial banking and stimulate inter- 
est in banking careers. 





Myers Heads NASSB 


Robert L. Myers, Jr., secretary of 
banking for Pennsylvania, was elected 
president of the National Association of 
Supervisors of State Banks at their Qe. 
tober — convention 
in Las Vegas. He 
succeeds Dick 
Simpson, bank 
commissioner of 
Arkansas. 

Mr. Myers an. 
nounced plans for 
commemorating 
the Association's 
60th Year, at the 1962 Convention jn 
Bretton Woods, N. H. He urged bank. 
ing legislation at the state level to 
strengthen banking departments and les. 
sen their dependency on the Federal 
Government. He asked for a determined 
stand on ALL legislative issues before 
the United States Congress which would 
affect state banking, and called upon the 
supervisors to press for enactment the 
NASSB proposal to remove the Comp- 
troller of the Currency from the FDIC 
Board, | 

Other officers advanced or elected 
were: Ist Vice Pres. — Superintendent 
William J. Murphy of California; 2nd 
Vice Pres. — Norris E. Hartwell, Wy- 
oming State Examiner; 3rd Vice Pres. 
— Clarence V. Pierce, South Carolina 
Chief Examiner; Sec.-Treas. Edward 
H. Leete, Deputy Superintendent of 
Banks for New York. 

The Constitution was amended to 
combine the offices of secretary and 
treasurer and to provide for an exect- 
tive vice president. Hollis W. Burt, ex- 
ecutive director of the Washington 
Office, was appointed to the latter office. 





ROBERT L. MYERS, JR. 
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MiLLion DoLtitarR Rounp TABLE 
ANNOUNCES 1963 MEETING 


The 1963 Annual Meeting of the Mil 
lion Dollar Round Table will be held 
June 12-18, Daniel H. Coakley, New 
York Life, Boston, vice chairman of the 
Executive Committee of the 1962 Million 
Dollar Round Table has announced. By 
normal succession Mr. Coakley will be 
chairman in 1963. Mr. Coakley stated 
that “the M.D.R.T. is making every & 
fort to announce future meeting dates 
and sites early to minimize conflicts with 
other meetings.” 

The 1962 Annual Meeting of the 
Million Dollar Round Table will take 
place July 15-20 at the Queen Elizabeth 
Hotel in Montreal, Canada. 
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Post MoRTEM ESTATE PLANNING 


Delafield, Hope, Linker & Blanc, New York City 


UCH HAS BEEN SAID AND WRITTEN 
cn: the need for estate planning 
during one’s lifetime. But is the plan- 
ning all over when an individual dies? 
In many cases it clearly is not. This job, 
generally referred to as “Post Mortem 
Estate Planning,” is assumed by the 
executor, whose obligation it is to pre- 
serve the assets of the estate. One im- 
portant way to do this is by effecting 
legitimate tax savings wherever possible. 

It is the purpose of this article to 
review briefly a number of tax-saving 
possibilities open to the executor during 
the course of administration of the es- 
tate. Sound tax planning contemplates 
minimizing estate and income tax lia- 
bilities of the estate and its beneficiaries, 
so that the beneficiaries will end up 
with maximum “after tax” dollar value. 
That is what the testator wanted. To 
achieve the foregoing requires working 
closely with asset valuations, computing 
various estimated tax costs to the estate 
and the beneficiaries, as well as apply- 
ing probate and tax laws. 


Decedent’s Final Income Tax 
Return 


Joint Return 


If the decedent was married and is 
survived by a spouse, the filing of a 
joint return is permitted in lieu of the 
decedent’s final lifetime return and a 
separate return of the spouse.t Such 
joint return, which generally results in 
a reduced income tax for the estate and 
the surviving spouse, includes income 
received by the decedent prior to his 
death, plus all the income of the surviv- 
ing spouse for the entire year. 

Where death occurs early in the year, 
the decedent’s income for such short 
period of time is normally small;? it. 

1IRC Sec. 6013 (a). 

*Even where death occurs late in the year in the 
case of a decedent who was a member of a partner- 
ship having a current taxable year ending after his 
his death, his distributive share of income for such 
partnership year will generally be entirely includible 
in the estate’s income and none in his income. Reg. 
Sec. 1.706-1(c) (3). This is so even though the dece- 
dent had received cash distributions on account of 
his distributive share during his lifetime. However, 


such income is includible in the estate tax return, 
and the amount of the estate tax attributable thereto 
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therefore, may be desirable for the ex- 
ecutor to distribute estate income to the 
spouse beneficiary so as to take advan- 
tage of the beneficial joint return rates 
and at the same time reduce the taxable 
income of the estate.* 

Unused capital losses of the decedent 
cannot be carried forward to the estate.* 
The framework of the joint return, how- 
ever, offers a way to avoid wasting such 
capital losses: Capital losses of a dece- 
dent may be offset by the capital gains 
of his surviving spouse in a joint return. 
Accordingly, the executor should advise 
the surviving spouse of the availability 
of the decedent’s unused capital losses, 
to afford the surviving spouse an oppor- 
tunity to realize post-death capital gains 
on her own securities to offset such capi- 
tal losses in the joint return. As men- 
tioned earlier, the joint return would 
include all her transactions until the 
close of her taxable year. The objective 
of the surviving spouse may be to raise 
cash without tax cost, or merely to ac- 
quire an increased basis for her securi- 
ties by selling them tax-free and imme- 
diately repurchasing them. 


Decedent’s Medical Expenses 


The executor may elect to take the 
decedent’s medical expenses paid by the 
estate as a deduction in the income tax 
return of the decedent for the year in 
which such expenses were incurred, 


is deductible against the estate’s income. IRC Sec. 
691(c). 

38For distribution rules, see heading ‘‘Distributions 
of Income and Principal,”’ infra. 

‘Rev. Rul. 54-207, 1954-1 C.B. 147. 
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rather than claim them as a deductible 
debt in the estate tax return.® To be 
available for the election, the medical 
expenses must have been paid within 
one year after the death of the decedent, 
In deciding whether to elect or not, 
the executor should compare the dece. 
dent’s income tax bracket with the es. 
tate tax bracket. In this connection, it 
is also to be noted that the medical 
expenses are not necessarily wholly de. 
ductible on the income tax return, for 
they are still subject to the several lini. 
tations imposed on the medical deduc. 
tion claimed by any individual.® 


Payment of Legacies in Kind 


The decedent’s will often gives the 
executor the power to satisfy a pecuni- 
ary legacy with assets in kind, rather 
than cash. However, payment of a pe. 
cuniary legacy, including a marital de- 
duction trust of the pecuniary formula 
variety,’ with assets that have appreci- 
ated in value above their estate tax val- 
uation, gives rise to a capital gain to 
the estate.* To avoid this result, the ex- 
ecutor may simply pay cash or select 
non-appreciated assets to satisfy the 
legacy. Where the executor is obliged 
to use appreciated assets, he may offsel 
the capital gains arising therefrom with 
capital losses from other transactions. In 
any event, the legatee will obtain an 
increased basis for such appreciated as 
sets, i.e., the value of the assets as of 
the date of their transfer.° 


Selection of Accounting Year 
Short Taxable Years 


As a new taxpayer, the estate may 
elect any taxable year of twelve months 


5IRC Sec. 213(d). It appears to be the Internal 
Revenue Service policy to permit allocation of such 
medical expenses between the income tax return and 
estate tax return, although the statutes and regula- 
tions are silent on this point. Such policy is consi 
tent with the treatment accorded administration & 
penses. See heading “Administration Expense Elee- 
tion,” infra. 

®8IRC Sec. 213(a), (b), (c), (g). 

7Rev. Rul. 60-87, IRB 1960-10, 18. 

SW. R. Kenan, Trustee v. Comm., 114 F. 2d 217, 
(2d Cir. 1940). 

*Sherman Ewing, 40 BTA 912, Dee. 10,868 (Act); 
The court reasoned that the value of the assets a5 ° 
the date of transfer represented cost to the legatee 
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and endin on the last day of a month 
to period:vally report income.'® How- 
ever, in t'.o instances, a short taxable 
year, i.€.. a reporting period of less 
than twely’ months, can result. 

The selection of a taxable year which 
ends less {1an a full year from the date 


of death of the decedent, will permit the 
executor {0 report income for a short 
frst taxable year.'! In addition, a short 
fnal taxable year can be achieved simp- 
ly by terminating the estate early in its 
full taxable year.'* Utilization of both 
such short years will break up the period 
of administration into more taxable pe- 
riods (each being a separate taxable en- 
tity entitled to its exemption, etc.) and 
spread the income of the estate over 
more taxable periods. The result is re- 
duced to total income taxes. 


Postponement of Income 
Reporting by Beneficiaries 


A beneficiary of an estate is required 
to report in his tax return taxable dis- 
tributions received from the estate dur- 
ing the taxable year of the estate end- 
ing with or within the taxable year of 
the beneficiary.'* Applying this rule, the 
selection of the taxable year can be used 
as a device to enable the beneficiary to 
postpone the income tax reporting of 
distributions received from the estate. 
To illustrate, let us assume that an es- 
tate, having selected a first fiscal year 
ended February 28, 1961, made a tax- 
able distribution to its beneficiary in 
November, 1960. The beneficiary, whose 
reporting period is the calendar year, 
is required to include such income in 
his tax return for calendar year 1961, 


due on or before April 15, 1962. 


on a “sale or other disposition.”’ Consistency with 
the reasoning of the Ewing case would seem to re- 
quire that the legatee’s income tax holding period of 
the assets begin as of the date of their transfer, 
rather than the date of death of the decedent. 

MIRC See. 441(a) through (e). 

MIRC Sec. 443 (a) (2). 

?Tbid. 

IRC Sec. 662(c). 





Construction will begin next April on this 
50-story, $30 million skyscraper to house the 
First National Bank in Dallas. Scheduled 
for completion in October, 1964, it will be 
the tallest building west of the Mississippi 
River. The bank’s offices will fill all eight 
floors of the base structure. and two levels 
of the tower building. The ninth level, 
which will contain the executive offices, will 
be surrounded by landscaped terraces. The 
Trust Department and its vaults, currently 
situated in two areas a block apart, will be 
brought together on the sixth floor. 





An analogous rule of reporting ap- 
plies to a beneficiary of a testamentary 
trust with respect to distributions re- 
ceived from the trust (except that in- 
come required to be distributed current- 
ly by the trust is deemed to have been 
so distributed). Even more advantage- 
ous deferrals of income can be effected 
by employing combinations of the tax- 
able years of the estate and testamentary 
trusts. The following example will illus- 
trate: Assume that an estate, having se- 
lected a fiscal year ended February 28th, 
distributed taxable ineome to a testa- 
mentary trust in November, 1960. The 
trust, which had adopted a fiscal year 
ending January 31st, immediately there- 


upon distributed such income to its ben- 
eficiary. The estate’s fiscal year during 
which the income was distributed to the 
trust, i.e. its fiscal year ended February 
8, 1961, ends within the fiscal year of 
the trust ending January 31, 1962. The 
trust’s fiscal year ending January 31, 
1962, in turn, ends within the calendar 
year 1962. The trust beneficiary, a cal- 
endar year taxpayer, reports such in- 
come in his tax return for calendar year 
1962, which is required to be filed on 
or before April 15, 1963. 


Distributions of Income and 
Principai 

Substantial overall income tax savings 
can be obtained through the careful 
planning of distributions of the estate. 
The income tax law provides that estate 
distributions are deductible to the es- 
tate'* and correlatively includible in the 
gross income of the beneficiary,'* limit- 
ed only by the amount of the distribut- 
able net income of the estate. 


Withholding Distributions 


If the income tax bracket of the estate 
is lower than that of its beneficiary, the 
executor should make no distributions 
until the terminal year of the estate. 
when all the principal and accumulated 
income would be distributed. By so 
withholding the distributions in the in- 
terim, the estate pays a tax on the in- 
come at its lower bracket. The benefici- 
ary avoids a larger tax resulting from 
the inclusion of such taxable distribu- 
tions in his high bracket income. 


Equalization of Income Tax 
Between Estate and Beneficiary 


However, often the bracket of the 
beneficiary of the estate is lower than 
that of the estate. Under these circum- 
stances, the executor’s objective is to 


make taxable distributions in such 


MIRC Sec. 661. 
15TRC Sec. 662. 
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amounts during the taxable year that 
the brackets of the estate and the bene- 
ficiary are substantially the same after 
the distributions are effected.1® Tax sav- 
ings are effected because income of the 
estate, otherwise taxable at a higher 
bracket, is thereby shifted to the bene- 
ficiary, to be taxed at a lower bracket. 


Utilization of Testamentary Trusis 


If the income tax brackets of the 
testamentary trust and its beneficiary 
are lower than the bracket of the estate, 
maximum tax savings can be effected by 
making estate distributions of principal 
to the trust and income, via the trust, 
to the trust beneficiary. 

Principal distributions, as well as in- 
come distributions, are deductible to 
the estate and correspondingly includible 
in the gross income of the trust,!* limit- 
ed only by the amount of the distribut- 
able net income of the estate. An analog- 
ous distributions rule applies to the 
trust'® and its beneficiary.'® However, 
only distributable income will constitute 
a distributions deduction to the trust. 
while principal will not. This is so be- 
cause the principal, according to state 
law, remains in the trust; the income, 





The beneficiary of the trust includes the 
income in his return. The overall result 
is the shifting of taxable income of the 
estate, otherwise taxable at a higher 
bracket, to the trust and its beneficiary, 
to be taxed at their lower brackets, — 

If the income tax bracket of the bene. 
ficiary of the trust is higher than the 
bracket of the estate, the executor may 
make a distribution solely of principal 
to the trust, which will shift income from 
the estate to the trust only. 

An example will illustrate the applica. 
tion of the above rules: Decedent’s wil] 
provides for two non-discretionary jp. 
come trusts, one for each of his two 
children. The estate consists of secur. 
ties valued at $2,300,000, producing a 
annual taxable income to the estate of 
$81,000 (after all deductions, except the 
distributions deduction). Each of the 
two children estimates his taxable in. 
come (without inclusion in gross income 
of any estate distribution) for the same 
year at $8,000 on a joint-return basis, 
For simplicity’s sake, it will be assumed 
that the trusts have no gross income 
except that received from the estate; 
and no deductions, other than the dis. 
tributions deduction when available. 





EXECUTOR DISTRIBUTES DURING THE TAXABLE YEAR 


(A) 
No Principal 
and No Income 





Principal in Amount of 
$54,000 (1% to each trust) 


(C) 
Principal in Amount of 
$27,714 and Income in 
(B) Amount of $39,428 (%% 
of Principal to each Trust, 
and ¥ of Income to each 





Child) 
Taxable In- Taxable In- 
Taxable come after come after 
Taxpayer Income Tax Distributions Tax Distributions Tax 

Estate $81,000 $51,100 $27,000 $11,400 $13,857 $ 4,200 
Trust 1 --- a: 27,000 11,400 13,857 4,200 
Trust: 2 -. = —: 27,000 11,400 13,857 4,200 
Child 1 : 8,000 1,700 8,000 1,700 27,714 8,400 
Chula 2 .. 8,000 1,700 8,000 1,700 27,714 8,400 
Total Tax - $54,500 $37,600 $29,400 





though, passes to the beneficiary of the 
trust. Therefore the effect of distributing 
limited amounts of principal and in- 
come to the trust, which distributes the 
income to its beneficiary, is to cause 
the trust to have an excess of gross in- 
come (made up of principal and income 
received from the estate) over its dis- 
tributions (consisting solely of the in- 
come), thereby trapping taxable income 
in the trust. In effect, the trust is re- 
quired to pay income tax on the princi- 
pal which it receives from the estate.”° 


16Where there are two or more beneficiaries, ad- 
justments may be necessary, because of their vary- 
ing tax brackets. : 

\7However, specific and general legacies not paid 
in more than three instalments are neither so de- 
ductible nor includible. IRC Sec. 663(a) (1). 

ISTRC Sec. 651, 661. 

l9TRC Sec. 652, 662. 

20 Although the trust is taxed on the principal, the 
ultimate source of the tax is the income earned by 
the estate, which is distributable to the income bene- 


Distribution (C) effects a tax sav- 
ings of $25,100 over (A) by the utiliz- 
tion of all five taxpayers. Distribution 
(B) makes effective use of three taxpay- 
ers, producing a tax savings of $16,900 
over (A). Distribution (B) may alo 
illustrate the tax savings resulting from 
the same distributions to two single it- 
dividual beneficiaries having no other 
taxable income, instead of the two trusts. 

Planned distributions may be contit- 
ued for each taxable year of the estate 
through its final year. However, the pe 
riod of administration of the estate cal 
not be unduly prolonged;7! if kept open 

(Continued on page 1064) 


ficiary of the trust. Therefore, fairness requires that 
the income beneficiary be charged with the tax. 

21Reg. Sec. 1,641(b)-3(a). The prosecution of a 
claim for refund of income tax was recently found 
an adequate reason for prolonging the period of ad- 
ministration. McCauley v. U. S., 61-1 USTC Par. 
9108 (DC Ark.). 
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National Bank Trusts Now 
$73 Billion 


Trust department assets of national 
banks rose more than $16 billion during 
1960 to reach the $73.216.970,685 total 
reported by the Comptroller of the Cur- 
rency. In addition, $36 billion of bond 
trusteeships were under administration 
at the year-end by 753 national banks 
throughout the nation. Trust department 
gross earnings aggregated $200,599,000, 
an increase of $18.6 million and another 
all-time high. Agency, escrow, custodian 
and corporate type accounts again repre- 
sented 60° of total assets under ad- 
ministration. 


National banks (173) were operating 
247 Common Trust Funds under Sec- 
tion 17c of Regulation F with total as- 
set value of $799,989,507 compared 
with 204 funds and $684 million in 1959. 


Employee Benefit trusts and agencies 
were being managed by 769 national 
banks. Plans with the bank having in- 
vestment responsibility numbered 8,333 
with aggregate market value of $6,299,- 
249,226. Under 3,791 plans valued at 
$1.774,837,999 investments were di- 
rected by others and 863 plans worth 
$2,416,278,634 were being administered 
by the banks as agent only. Fully in- 
sured plans with no bank investment 
responsibility numbered 1,871. Illinois 
and Pennsylvania held the largest 
amount ($1,570 million and $1,496 mil- 
lion respectively) in plans with bank in- 
vestment responsibility. Corresponding 
national totals for national bank ad- 
ministered employee benefit trusts a year 
earlier were: With investment responsi- 
bility — 7,148 plans valued at $5,581.- 
590,928; Investments directed by others 
— 3,078 plans valued at $1,397,659,427 ; 
As agent only — 757 plans $2,281,565,- 
259. 


The figures for total trust department 
liabilities (national banks only) showed 
that Illinois continued in the lead with 
$11,772 million. Pennsylvania held 
$6,432 million, New York $4,972 mil- 
lion and California $4,806 million. 

As of December 31. 1960, there were 
1,507 national banks exercising fidu- 
ciary powers, compared to 1,493 a year 
earlier. The Comptroller again noted the 
difference between the use of cost and 
appraised values on the one hand and 
unit values on the other. He repeated 
his belief that to require national banks 
to furnish market values as of any given 
date would be a “substantial and un- 
justified burden.” The dollar values 
given in his report are still valid for 
year to year comparisons, he observed. 
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COMPARATIVE DATA ON TRUST ACTIVITIES OF NATIONAL | 
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(Compiled from reports of Comptroller of the Currency as of year-end) 














Trust Dept. ASSETS 1960 1959 1955 
Investments $44,544,564,002 $39,798,689,090 $25,881,701 763 
Time Deposits 897,468,757 723,338,272 535,033,259 
Demand Deposits - 1,459,615,693 1,351,749,671 1,509,542 584 
Other Assets . 26,315,322,233 14,684,106,281 9,711,552,917 

aia. 
Total $73,216,970,685 $56,557,883,314 $37,187,830,514 

TYPES OF ACCOUNTS 
Private Trusts )- $25,752,547,514  $22,334,619,985 $ 8,229,389 551 
Court Trusts. )..... -— — 4,609,639, 149 
Agency, Escrow, Custody) 47,166,034,783 33,920,335,062 20,082,093 244 
Corporate Accounts ).. — vai 4,103, 686,095 
Miscellaneous 298,388,388 302,928,267 163,031,484 
Total $73,216,970,685  $56,557,883,314 $37,187,830,514 

INVESTMENTS 
Bonds $27,376,994,725 $24,959,845,727 $15,870,264 545 

61.46% 62.72% 61.329, 
SR tee ee 12,222,907,772 10,488,023,813 6,922,031,295 
27.44% 26.35 % 26.74% 
R. E. Mortgages - 1,771,900,903 1,651,380,748 1,098,803,015 
3.98% 4.15% 4.25% 
Real Estate 1,498,684,639 1,368,955,246 949,395,892 
3.36% 3.44% 3.67% 
Miscellaneous 1,674,075,963 1,330,483,556 1,041,207,015 
3.76% 3.384% 4.02% 
Total . $44,544,564,002 $39,798,689,090 $25,881,701,763 


Gross TRUST DEPT. EARNINGS 


PERSONAL ACCOUNTS 


$ 200,599,000 


$ 182,016,000 


$ 103,033,000 











Private Trusts ) 324,928 303,933 112,073 
Court Trusts _) : — — 102,310 
Agency, Escrow, Custody . 115,255 105,977 74,832 
Total 440,183 409,910 289,215 
CORPORATE ACCOUNTS 
Bond or Deb. Issues : 10,725 10,139 8,056 
Paying Agencies __........ 28,736 27,245 22,889 
Depositories, ete. _..._____ 7,811 9,781 5,441 
Total 47,272 47,165 36,386 
Transfer Agencies __...____________. 4,401 4,005 3,153 
ReP@istrarsnips: 2... 4,105 4,056 3,060 





Of the total liabilities for trust depart- 
ment accounts 35.2% were in living 
trusts and court accounts (39.5% in 


1959), 64.4% in agency type accounts 
(60.0% in 1959) and 0.4% in all other 
liabilities (0.5% in 1959). 








Twenty-nine representatives of large and small trust departments attended Kennedy Sit 

claire’s 18th Trust Sales Seminar recently concluded in New York. The Seminar, whit 

included a four-day intensive review of trust selling techniques, is a semi-annual progral 

offered by the trust advertising and sales training agency as part of the coordinated trut 
development program. 
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ABA STRESSES ECONOMIC INTEGRITY 


Fleming Elected President of Bankers Group 


T ITS AL CONVENTION 
Nivea in San Francisco the week of 
October 15th, Sam M. Fleming, president 
of Third National Bank, Nashville, 
was elected president of the American 
Bankers Association for the coming 
year and M. Monroe Kimbrel, chairman 


of the board, First National Bank, 
Thomson, Georgia, was chosen vice 
president. 

After graduation from Vanderbilt 


University in 1928, Mr. Fleming began 
his banking career in New York City 
but moved to his present bank in 1931 
where his rapid progress is evidenced 
by election to its presidency in 1950. He 
has been active in banking, industrial, 
charitable and civic circles and, addi- 
tionally, served in the navy in World 
War II. 

In his acceptance speech, Mr. Fleming 
said that only the strong can make free- 
dom secure for themselves and others 
and that we must discipline ourselves 
to a sound economy and stable dollar 
in these days of rapid change. Banking 
is also faced with problems and oppor- 
tunities; it must keep pace with the fu- 
ture and exert strong leadership against 
policies which weaken the economy or 
contain seeds of inflation. He likewise 
mentioned the need to meet expanding 
operating volume by automation, form- 
ulate policies for upgrading employees 
and seek means to compete more effec- 
tively in the area of savings deposits. 


Mr. Kimbrel is an alumnus of Uni- 
versity of Georgia and Stonier Gradu- 
ate School of Banking. After serving the 
Farm Credit Administration, he became 
executive vice president in 1946 and 
chairman of the board of his bank in 
1961. In addition to state and national 
banking interests, he is director of the 
Federal Reserve Bank of Atlanta, and 
has also served on banking school fac- 
ulties in nine states, besides having 
varied farming and real estate interests. 

The new treasurer, to serve one year. 
is J. Carlisle Rogers, president, First 
National Bank of Leesburg, Florida. 

The Association’s 1962 Convention 
will be held in Atlantic City September 
23-26, marking the eleventh visit to that 
city, the last having been in 1957. The 
1963 meeting will take place in Wash- 
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ington, D. C., in observance of the 
1U0th Anniversary of the dual system 
of banking embodied in the National 
Bank Act of 1863. 


Keep Up With Change 


President Carl A. Bimson, president 
of the Valley National Bank of Arizona, 
Phoenix, reported the highlights of his 
tenure of office and noted some of the 
more important changes taking place in 
the banking profession, to which he 
applied the adjective “dramatic.” 

Among the outstanding facts of bank- 
ing life, according to Mr. Bimson, is 
the new viewpoint in the profession to- 
ward aggressive and effective effort to 
improve public relations and to sell 
new and profitable services. Competition 
has forced greater emphasis on obtain- 
ing savings deposits, also, which now 
tend to be the most important area of 
growth in the commercial field. The 
ABA savings and mortgage groups were 
accordingly separated and heavy regis- 
tration for the separate conferences in- 
dicated the wisdom of the step. 

President Bimson likewise referred to 
the growing need for staff, calling for 
150.000 recruits each year and 6,000 
officers to meet minimum demands. A 
special committee has completed its 
study on educational programs which 
has been approved by the AIB Council 
and the ABA Executive Council, as well. 

On the legislative front, the battle for 
a more equitable taxation policy on 
earnings of savings and loan associa- 
tions and mutual thrift institutions re- 


mains unresolved but with expectation 
of favorable action in early 1962. 


The country is still, said Mr. Bimson, 
passing through a critical period, with 
high unemployment persisting during a 
period of rising business and with in- 
Stiffer 
competition from foreign wares and a 
stubborn balance of payments deficit 
are still with us, while communist infil- 
tration of this hemisphere remains a 
threat which we must master in order 
to survive. 


ternational tensions unrelieved. 


Reduce Debt and Taxes 


Respect for the strength of the dollar 
at home and abroad is a necessity if 
we are to hold the continued coopera- 
tion of Western Europe and to this end 
we should “take another long, search- 
ing look at the financial position of the 
government and the direction of budget- 
ary and fiscal policy over the next sev- 
eral years,” according to George Cham- 
pion, chairman of the board, The Chase 
Manhattan Bank, New York City. 

Mr. Champion called for reduction in 
the “unconscionably heavy burden of 
taxes” and paring down the national 
debt to bring to the individual citizen a 
new sense of initiative, self-reliance and 
responsibility. As national incomes rise, 
tax receipts do likewise and legislative 
programs are devised pari-passu or even 
beyond actual receipts. Despite the con- 
venient excuse of greater defense ex- 
penditures, the significant expansion has 
been in domestic programs which em- 
brace a variety of subsidies and hand- 





Officers of The American Bankers Association for 1961-62 (left to right): executive vice 
president Dr. Charls E. Walker, vice president M. Monroe Kimbrey, retiring president 
Carl A. Bimson, president Sam M. Fleming, and treasurer J. Carlisle Rogers. 
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outs which fall far short of solving the 
problems on which they are squandered, 
such as the farm imbroglio which took 
$6 billion in the past fiscal year and 
continues to solve nothing. 

Because personal freedom demands a 
high measure of personal discipline, 
government meddling vitiates responsi- 
bility and our democratic 
strength. For this reason alone, Mr. 
Champion voiced his belief that educa- 
tional control and direction should re- 
main at the local level. 

On the fiscal front, there is also room 
for gradual reduction up to 10% in 
both individual and corporate income 
rates by 1970 and a $30 billion slash iv 
the debt, granted the foresight and the 
will to do so, without weakening de- 
fense measures. The text of Mr. Cham- 
pion’s speech appears at page 1043. 


weakens 


Freedom or Regimentation? 


The well-known actor, Ronald Reagan, 
sounded an earnest plea for concerted 
pressure upon our Washington repre- 
sentatives to halt regimentation inherent 
in the numerous socialistic programs al- 
ready in force or on the planning board. 
It is his conviction that the communist 
aim to erode our freedom from within 
by small advances is abetted by con- 
stant “liberal” pressure for greater Big 
Government participation in social ven- 
tures. The American citizen has already 
lost by default a long series of such 
battles which add up to a large step 
toward outright socialism. 

Among examples, he cited the foreign 
aid program, started 15 years ago to 
assist 19 countries for a 15 month pe- 
riod, which has now squandered more 
than $100 billion in 97 nations without 
appreciably slowing communist gains. 
We have in effect, while talking private 
enterprise at home, “exported socialism 
under the utopian ideal of world de- 
mocracy and social revolution.” 

As one illustration, he mentioned the 
$6 billion farm subsidy of the last fiscal 
year, which has doubled since 1954 and 
has not solved any basic problems, al- 
though it has fostered frauds and abuses, 
while restricting individual freedom of 
decision in farm management. The lack 
of logic is exemplified by making loans 
to raise productivity by fertilization 
while paying subsidies to remove land 
from cultivation. 

Extension of Veterans Administration 
care to non-service-connected disabili- 
iies continues at rising cost, while gov- 
ernment steps into relief for depressed 
areas, encouragement of public housing 
and countless other socialistic programs 





which throttle individual initiative and 
milk the tax payer of one third of his 
income, of which two thirds Zoes to 
Washington. 


Despite prot tations to 


the contrary, the record proves that . 


nancial control means domination and 
encroachment on individual freedom, 

It is Mr. Reagan’s thes that we 
need less government at the top and 
strict economy in carrying out its fune. 


tions. To achieve this end, he strongh 

: 0) 
urged enactment of the Herlong-Baker 
Bill, designed to reduce individual and 
corporation income tax rates gradually 
over five years. 


Balance or Deficit? 

Secretary of the Treasury Dillon told 
the bankers that the new estimate of 
the Budget Bureau due in late October 
would probably not make “happy read. 
ing” based on preliminary prospects of 
a deficit in the $6,750,000 range. Never. 
theless, it is the Administration’s inten. 
tion, he said, to submit a balanced buck. 
et for the 1963 fiscal year to start in 
mid-1962. 

While the balance of payments prob- 
lem has been temporarily eased, the cur- 
rent outlook is for a deficit in the % 
billion zone. Emphasis must be placed 
upon expanding our export voiume, dl 
though various means have been em. 
ployed to ease monetary strains by ar 
rangement with our allies covering for. 
eign military outlays. The Treasury ha: 
likewise resumed operations in foreign 
currencies aimed at stabilizing the ddl 
lar in certain markets. 

The much-discussed subject of liberal 
ized depreciation allowances for indus 
try is still under consideration by the 
Treasury but Mr. Dillon warned that the 
revised schedules recently announced for 
the textile industry, in the 40% average 
bracket, should not be taken as a nom 
for other lines. He also noted that, whi 
inflationary factors can not be dist: 
garded, the prospect of a balanced buds 
et in the next fiscal year placed th 
danger in cost-push or wage-price pre 
sures rather than in the budget itself. 


Costs Must Be Controlled 


Based upon an extended trip to bu 
rope for study of the dollar’s intern 
tional status, Dr. Roy L. Reierso 
senior vice president and chief econ 
mist, Bankers Trust Co., New York Cit. 
stressed as absolutely imperative achiev 
ment of a balanced budget for fiscal 
1963 if dollar trouble in world market 
is to be avoided. Our payments balant 
position is, while temporarily improvel: 
not permanently cured and maintenant 
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of confidence in the dollar and sterling 
is a requisite for free world function- 
ing. 

Dr. Reierson is of the opinion, how- 
ever. that the existing system of inter- 
national monetary payments is basically 
satisfactory and able to support world 
trade requirements. He _ believes that 
international pooling of foreign aid 
would ease the dollar strain, lessen po- 
litical pressures, effect better utilization 
and contribute to international  solid- 
arity. 

On the domestic front, we must find 
some means to avoid the almost annual 
rise in production costs through wage 
increases in excess of the estimated 2% 
annual increase in productivity. Indica- 
tions are for continued business expan- 
sion through most, if not all, of 1962. 
with “real” GNP a year from now, as 
contrasted with a rise due to higher 
prices, in the $565-$575 billion 
or about 5% 
estimated rate. 


range. 


better than the present 


Selected Resolutions 


The convention adopted resolutions 
on the following subjects: 

Monetary Poticy — When restraint 
is needed, such action should be used 
without hesitation and, to be effective. 
independence of the Federal Reserve 
must be maintained. 

FiscaL PoLticy — Spending for non- 
defense purposes has been a major fac- 
tor in the present budget deficit and re- 
straint is needed to avoid international 
concern over the dollar and worsen the 
balance of payments problem. A balance 
in 1963 is not enough; we should in a 
year of expected prosperity produce a 
significant surplus. 

Dest MANAGEMENT — Prudent man- 
agement, flexibility and new techniques 
have achieved a slight lengthening in 
debt in the last year but financing a 
large deficit and meeting very large 
maturities will seriously compound the 
continuing problem. 

BALANCE OF PAYMENTS — Policies 
and practices must be shaped to the 
world environment to maintain our in- 
ternational position; among them a 
budget surplus for 1963, a rise in ex- 
ports and prices which can compete in 
world markets. 

DIVIDEND AND INTEREST WITHHOLD- 
ING — Proposals thus far advanced are 
ineffective and burdensome to recipients 
and costly to disbursers. A refund sys- 
tem would be costly, also, and the ABA 
believes the data processing program 


under development by the IRS may re-’ 


duce or obviate need for such a step. 
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TRUST DIVISION ELEVATES BEACOM 


Thomas H. Beacom was elevated to 
head the Trust Division, with Le Roy 
B. Staver to serve as vice president for 
the new term. Mr. Beacom is senior 
vice president, First National Bank of 
Chicago, and Mr. Staver is vice presi- 
dent and executive trust officer, United 
States National Bank of Portland. 
Oregon. 

Mr. Beacom has a long and distin- 
guished record of trust activities at 
both the state and national levels, as 
well as broad contacts in civic, educa- 
tional and business affairs, in addition 
to having served Government in con- 
sultative capacities. He is a graduate of 
Notre Dame and Harvard Law School. 

Mr. Staver is also both a lawyer and 
trust executive, who has served his in- 





" LERoy B. STAVER JOSEPH M. NAUGHTON 
stitution since 1925 after graduation 
from Northwestern College of Law and 
Stonier Graduate School of Banking. His 
activities have covered a broad range of 
state and national trust duties, as well 
as civic and charitable endeavors. 

The new chairman of the Executive 
Committee, which will lead to the presi- 
dential post two years hence, is Joseph 
M. Naughton, president, Second Nation- 
al Bank, Cumberland, Md. 

Elected to three year terms on the 
Executive Committee Reese H. 
Harris, Jr., executive vice president. 
Manufacturers Hanover Trust Co., New 
York; Noel L. Mills, vice president and 
senior trust officer, Deposit Guaranty 


Bank and Trust Co.. Jackson, Miss.; 


were: 





Retiring and incoming 
presidents of A.B.A. Trust 
Division: Robert R. Dun- 
can, left, and Thomas H. 


Beacom. 








Joseph L. Whyte, vice president and 
trust officer, American Security and 
Trust Co., Washington, D. C.; William 
P. Wiseman, vice president, Chicago 
Title and Trust Co., Chicago; Paul |, 
Wren, executive vice president. Qld 
Colony Trust Co., Boston. 


Ducan Reports on Trust 
Education, Committee Work 


The agreer ~ William ¥. 
Baughn of t. é 


92 “exar to 
round out his tcvv.. « aazting 
education in general with a detailed 
study of education in the trust field was 
hailed as “a great milestone in our 
progress” by Robert R. Duncan, in his 
report as retiring president of the Trust 
Division. Mr. Duncan is chairman of 
the board, Harvard Trust Co., Cam. 
bridge, Mass. 


The study of trust education by Dean 
Baughn is being financed by a grant 
from the American Bankers Association 
Foundation for Education in Economics, 
The objective is to list in some detail 
the educational attainments which 
should be standard for trust department 
personnel at various major stages of 
their development. Thereafter the trust 
schools might be persuaded to arrange 
a division of effort as well as to meet 
needs presently unfulfilled. 


No action has yet been taken by the 
Roard of Governors of the Federal Re: 
serve System regarding the recommend: 
ations of the Division’s Committee on 
Common Trust Funds, Mr. Duncan re- 
ported. These recommendations were 
chiefly (a) against adoption of a pro- 
posed amendment of Regulation F to 
disqualify from participation in a Com- 
mon Trust Fund any revocable trust 
with income to the grantor for life and 
remainder to his estate: and (b) in 
favor of an amendment which would 
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stature... is attained by measuring up to great challenges. 


Such challenges have been met and conquered time and again as the natu- 
ral gas industry has answered the nation’s mandate for a better way to 
fuel America’s homes and industries. > Texas Gas has played its part 
by aggressively supplying energy to meet the expanding demands of 
mid-America. Companies should examine the growing eight-state region 
served by Texas Gas for the advantages it offers in transportation, 


labor, central location and abundant supplies of economical natural gas. 
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change tl present $100,000 limitation 
on the si: of a trust’s participation to 
permit a nitation to 5% of the assets 
of the Fu d or $500,000 — whichever 
is less — -2 a Common Trust Fund of 
82 million or more. 

The su!-committes on commingled 
funds for small agency accounts has 
made a prvliminary report to the Execu- 


tive Comnittee, Mr. Duncan said, and 
hopes to have a substantial report for 
the Trust Division membership during 
the coming year. 

A supplentent to the “Handbook on 
Common ‘Trust Funds” has been _pre- 
pared to outline the procedure for split- 
ting a balanced fund and will be avail- 
able before the year-end. 

Concern about the progress of the 
Welfare and Pension Plans Disclosure 
Act led the Committee on Employee 
Trusts to present again before the ap- 
propriate committee in the Congress the 
A.B.A. position that tax-exempt Section 
401-A plans should not be covered by 
the Act and that there is no need to 
give the Secretary of Labor authority to 
make examinations of trustee banks. 

A booklet containing five addresses 
delivered at the 1961 Mid-Winter Trust 
Conference on the opening and opera- 
ting of a trust department, as well as 
an article by Noel Mills, on the same 
subject, has been prepared by the Com- 
mittee on Operations. Noel Mills is vice 
president and senior trust officer of De- 
posit Guaranty Bank & Trust Co., Jack- 
son, Miss. 

Completion of the 1960 survey of per- 
sonal trust assets has provided a third 
report on this subject for comparison 
purposes, Mr. Duncan noted. No survey 
was undertaken in 1961] because an an- 
nual survey was not considered neces- 
sary. 

The Committee on Taxation has dis- 
cussed at length with the Treasury the 
problems for trust institutions that 
would arise from the proposed account 
numbering system for taxpayers. It has 
also sought to persuade Congress that 
the proposed legislation to withhold 
taxes on interest and dividends would be 
unwise. Great hardship would come to 
beneficiaries least able to bear it and 
the cost of collection procedures would 
be excessive. 

The Committee on Fiduciary Legisla- 
tion has prepared a loose-leaf, 176-page 
compilation of statutes of interest or 
importance to trustmen, Mr. Duncan 
said. 

A full page advertisement in the Oc- 
tober 16 San Francisco Chronicle was 
sponsored cooperatively by 15 San 
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Francisco banks to welcome the Amer- 
ican Bankers Association and call at- 
tention to its deliberations. The ad fea- 
tured an article by Sidney P. Allen. 
financial editor, which began, “Five 
thousand eight hundred and _ seventy 
bankers (plus 3608 wives) who are 
custodians of $197 billion belonging to 
51,008,337 depositors meet in solemn 
conclave in our city by the Golden Gate 
today. They'll talk about the world in 
crisis, the meaning to the Nation of a 
swelling Federal budget deficit and the 
probable course of business borrowing 
in 1962.” 

The ad carried the trademarks of ihe 
15 sponsoring banks along the border 
and listed prominently the highlights of 
the Convention. 


Economic View 


Speaking before the annual meeting 
of the Trust Division, Eliot J. Swan, 
president, Federal Reserve Bank of San 
Francisco, reviewed some of the princi- 
pal factors affecting the economy, with 
special reference to the causative rela- 
tionship of the Reserve Banks, the 
Treasury and Congress thereto. He also 
referred to the state of the dollar and 
the persistent deficit in our balance of 
payments as meriting concern but, with 
our long-term claims on foreigners far 
exceeding their short-term claims upon 
us, we are illiquid, rather than “in the 
poorhouse.” 

Mr. Swan pointed out that business 
recovery has been broadly based but 
that thus far there has been no real 
pressure on industrial capacity. The rate 
of unemployment has likewise stubborn- 
ly resisted decline, hence, inflationary 
pressures are not now in evidence but 
he warned that higher taxes and inter- 
est costs, distasteful though they might 
be, would be preferable to “a surrender 
to inflation or a network of direct con- 


trols over prices, wages and credit ex- 
tensions.” 





William Gauer (left), vice presi- 
dent, Fidelity-Philadelphia Trust 
Co., receives 1961 Stephen Gir- 
ard Award as the outstanding 
alumnus of Girard College, 
from George E. Nixdorf, presi- 
dent of the Alumni Association. 
Mr. Gauer joined Fidelity upon 
his graduation in 1922, and has 
been a trust official since 1942, 
was elected Assistant Trust Offi- 
cer in 1942, vice president since 
1957. 








Ruta Wimett NAMED To NEw Post 


Ruth S. Wimett has been named as- 
sistant to the director of the News Bu- 
reau of The Amer- 
ican Bankers As- 
sociation. A native 
of Pittsford, Ver- 
mont. Miss Wimett 
joined the A.B.A. 
News Bureau staff 





as secretary in 
1946. following 
RUTH S. WIMETT service in the 


WAVES from 1943 to 1946 with the 
rank of Lieutenant (jg). She is a grad- 
uate of the University of Vermont. 


A A A 


FPRA Meets 


Trust selling — its skills and tools — 
will be the theme of the trust depart- 
mental meetings at the 46th annual con- 
vention of the Financial Public Rela- 
tions Association from November 26-30 
in Bal Harbour, Fla. This phase of the 
convention will be under the direction 
of Thomas A. Slaughter, Jr., trust off- 
cer, First National Bank of Atlanta. 

“Make Yourself More Salable” will 
be the opening talk Monday by Joseph 
Trachtman, New York attorney. On 
Tuesday “A President Looks at His 
Trust Department” will be presented by 
Frank Smathers, Jr., president of Miami 
Beach First National Bank. Later in the 
day Robert L. Knight, executive vice 

resident, Ohio Citizens Trust Co.. To- 
ledo, Ohio, will moderate “Trust Sell- 
ing Ideas — a Brain-Picking Session.” 

“Estate Planning Tools” will be the 
subject for H. F. Forrest, Miami attor- 
ney, on Wednesday. The final trust de- 
velopment departmental on Thursday, 
will be on “Retentive Selling” and “Pro- 
gressive New Business Selling” by 
Frank D. Miller, vice president and trust 
officer, Citizens and Southern National 


Bank, Atlanta. 
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Alabama Trust Conference 
Features Legislation, 
Investments 


Discussions of pertinent laws and 
trust investments occupied a prominent 
place in the 11th Annual Fall Confer- 
ence of the Alabama Bankers Associa- 
tion Trust Division, held September 21- 
22 at the Grand Hotel, Point Clear. 

After a Trust Division Historical 
Resume by Garet Aldridge, trust officer, 
Merchants National Bank, Mobile, and 
chairman of the Trust Conference Com- 
mittee, the Proposed Revisions in the 
Alabama Probate Code were presented 
by J. Edward Thornton, Mobile attorney 
and chairman of the Alabama Bar As- 
sociation Committee on Jurisprudence 
and Law Reform. Marital Deduction 
Problems — Use of Percentage Formula 
and Non-Formula Provisions were then 
discussed by S. W. Brock, C.P.A., of 
Mobile. A general session followed, led 
by a panel of three: Mr. Brock; Edward 
T. Sauls, trust officer, First National 
Bank, Mobile; and Max W. Matthews, 
vice president and trust officer, Annis- 
ton National Bank. 

On Friday Developments and Trends 
in Federal Legislation and Governmen- 
tal Regulations Affecting Employee Re- 
tirement Plans and Common Trust 
Funds were presented by Cecil P. Brons- 
ton, vice president, Continental Illinois 
National Bank & Trust Co., Chicago, 
who is chairman of the American Bank- 
ers Association Committee on Employee 
Trusts. Additional comments were of- 
fered by Charles F. Zukoski, Jr., execu- 
tive vice president and trust officer, First 
National Bank, Birmingham. Carl P. 
Heartburg, vice president and invest- 
ment officer, First National Bank, Birm- 
ingham, spoke on Investing Personal 
Trust Funds in 1961 and participated in 
the final panel with Fred A. Hayley, 
vice president, Merchants National 
Bank, Mobile; James C. Andress, vice 
president, First National Bank, Mobile; 
and Harry A. Dinham, trust investment 
officer, Merchants National Bank, Mo- 


bile. 





Michigan Trust Conference 
Hears Legal and Operationa| 
Talks 


At the Trust Conference of the Michj. 
gan Bankers Association held in Gay. 
lord, October 6-7, legal aspects of trug 
business, investments, and certain jp. 
portant operational considerations were 
treated by the speakers. 

On the first day, State Supervision 
and Enforcement of Certain Charitable 
Trusts was discussed by Irving Feld. 
man, Michigan assistant attorney gen. 
eral, and Richard Gillett, executive vice 
president, Old Kent Bank & Trust Co, 
Grand Rapids. Arnold W. Lungershay. 
sen, vice president, Detroit Bank & Truy 
Co., then gave a report on When Does 
Estate Planning Become the Practice oj 
Law? In the afternoon, Stuart A. Read. 
ing, assistant vice president — assistant 
trust officer, National Bank of Detroit, 
spoke on Gifts of Securities or Cash to 
Minors, and Allen Lomax, vice presi- 
dent, David L. Babson & Co., Ine., De. 
troit, discussed /nvestments. 

In the Saturday morning session Ree. 
ord Retention and Emergency Planning 
was presented by Paul F. Carey, as 
sistant cashier, Detroit Branch, Federal 
Reserve Bank of Chicago, and Cosi 
Analysis by B. James Theodoroff, vice 
president and trust officer, Detroit Bank 


& Trust Co. 
A A A 


Common Trust Fund Reports 
Surveyed 


Forty-one replies to 43 questionnaires 
on Common Trust Fund annual re 
ports circulated April-May 1961 by H. 
G. Bechtel, Jr., trust officer, Central 
Trust Co., Cincinnati, showed that 39 
were printed (2 “other”), 35 were audi- 
ted by outside C.P.A. (6 by the bank's 
own auditor), and 34 were prepared by 
an outside printing firm (7 by the 
bank’s own personnel). The average 
time required to get reports into the 
hands of interested parties after the end 
of the fiscal year was 61 weeks. _ 





e More than 9,000 people came to the 
Open House marking the 100th anniver- 
sary in September of First National 
Bank, Neenah, Wis. A mock-up of the 
front of “Weeden’s Hotel,” where the 
bank first opened for business in 1861, 
was erected next to the present banking 
building and led into a tent where visi- 
tors could see a reproduction of the ori- 
ginal hotel decor with many borrowed 
heirlooms and private collections on dis- 
play. Employees and officers wore cos- 
tumes of that period. During the follow- 


ing weeks a substantial increase in neW 
accounts was observed. 


A A A 


e Scholarships for aid to college edv- 
cation will be awarded again this yea! 
by Central Trust Co., Cincinnati. The 
$250 awards will go to 1962 graduates 
of 11 county and parochial high schools 
as selected by school scholarship cot- 
mittees from among students who will 
study business administration, liberal 
arts or education. 
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BIG BEN chimes the hours above Great Britain’s Houses of Parliament in Westminster 
Palace. This famous clock bell, which weighs 13V2 tons, was installed in 1856. 


It’s time to 
talk of 
trust 
matters 


a* 
(RRR RRR RRR wT 


REX RRR EKER * 


Re anecueuunn 


S MER MRRKRRKKR : 


“... there is a real place in New York for conservatively managed banks and 
trust companies of moderate size where customers may have easy access to and per- 
sonal acquaintance with the senior officers...” From the Bank’s Declaration of Principles. 


This principle, which has guided our 
handling of fiduciary matters for many 
decades, has never been more timely. 
Present day trust complexities require 
Close cooperation between attorney and 
banker, as well as personal attention to 
the individual’s needs. Perhaps you and 


your clients could benefit from this 
Bank’s tradition of personalized trust 
service which dates back to 1830—26 
years before Big Ben rang its first hour. 


IF YOU OWN SECURITIES, a folder describ- 
ing our investment services, is yours for 
the asking. Write our Main Office, Dept. E. 
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New York’s First Banks Founded 1784 


Main Office: 48 WALL ST. % Uptown Offices: 530 FIFTH AVE. * MADISON AVE. AT 63rd * MADISON AVE. AT 73rd 
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How to Dispose of 





INSURANCE QWNED BY Wire ON HUSBAND 


ALBERT L. BURFORD, Jr. 


Dempsey, Thayer, Deibert & Kumler, Los Angeles, Calif. 


EFORE CONSIDERING HOW TO DISPOSE 

of insurance owned by a wife on the 
life of her husband, it would be prudent 
to make certain that the wife actually 
owns the policy. 

The policy may be an existing policy 
irrevocably assigned to his wife by her 
husband, or it may be a new policy ap- 
plied for and taken out by the wife. Or- 
dinarily one would expect that there 
should be no real problem in meeting 
the requirements of Section 2042 of the 
Internal Revenue Code with respect to 
the husband retaining (or having) no 
incidents of ownership in the policy.’ 
The forms prepared by and in general 
use by life insurance companies to effect 
an absolute assignment of the policy and 
to release all reversionary rights there- 
under have been carefully prepared to 
meet the requirements of Section 2042. 
Further, there would seem to be no par- 
ticular problem with respect to a rever- 
sionary interest exceeding 5% of the 
value of the policy at the time death oc- 
curs and thus being considered an inci- 
dent of ownership requiring inclusion of 
the proceeds in the gross estate.” 

If an existing policy is irrevocably 
assigned by the husband to his wife, a 
gift will have been made. The value of a 
single premium policy is its cost to the 
husband donor. Guggenheim v. Rasquin, 
312 U.S. 254. On policies where further 
premium payments are to be made, the 
interpolated terminal reserve, appropri- 
ately adjusted, is used.* Where commun- 
ity property is involved the gift is of 
only the husband’s community property 

‘Disposing of incidents of ownership by naming 
the wife beneficiary irrevocably is not recommended. 
If the wife predeceased her husband, rights in the 
policy may revert to the husband. There may also be 
a problem with respect to a possibility of reverter. 
See: Thurman, “Federal Estate and Gift Taxation 
of Community Property Life Insurance,” Stanford 
Law Review 239 (1957). See also Rev. Rul. 61-123, 
I.R.B. 1961-27, p. 13, issued July 3, 1961. This rul- 
ing, involving an accident insurance policy pur- 
chased by an airline passenger who was killed in a 
crash, makes it clear that all that is required by the 
statute and regulations is that, on the date of death, 
the decedent possessed any of the incidents of own- 
ership in the policy, exercisable alone or in conjunc- 
tion with any other person. The fact that it is im- 
possible, as a practical matter, for decedent to exer- 
cise the incident of ownership (here the right to. 
change the beneficiary) is immaterial. 


"Reg. Sec. 20.2042-1(c) (3). 
*Reg. Sec. 25.2512-6. 
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This paper was presented at the 13th 
Annual Tax Forum sponsored by Title 
Insurance and Trust Company of Los 
Angeles, in that city on May 16, 1961 
and in San Diego on May 19. It is 
reproduced here with the permission 
of the sponsor and the author. 











interest. For federal gift tax purposes 
the gift tax marital deduction is avail- 
able.* The annual exclusion of $3,000 is 
also available as the assignment will be 
treated as a gift of a present interest.” 
Further, the payment of future premiums 
by the husband will constitute a gift of 
a present interest in property.® 

However, this is not the end of the 
story. Reg. Section 20.2041-3(c) (5) pro- 
vides in part as follows: “As an addi- 
tional step in determining whether or 
not a decedent possessed any incidents 
of ownership in a policy or any part of 
a policy, regard must be given to the 
effect of the State or other applicable 
law upon the terms of the policy.” 

It is thus clear that state property 
rules must be considered in determining 
whether the husband, even after an ir- 
revocable assignment of a policy to his 
wife, possesses any incidents of owner- 
ship in the policy. Where the wife ap- 
plied for a policy on her husband’s life, 
the source of payment of premiums will 
also be of vital concern in determining 
property rights in the policy under state 
law even though the payment of pre- 
miums is no longer a test under the In- 
ternal Revenue Code. 

Life insurance contracts may be separ- 
ate property, community property or 
mixed, depending on whether the pres 
miums were paid with separate or com- 
munity funds and the ratio of such pre- 
miums to the total paid. In California a 
husband and wife may, by agreement, 
transmute their property from one status 
to another and no particular formal- 
ity is required. Whether they have so 
agreed is a question of fact. Proof of a 
change in the status of property by 
agreement between the spouses must be 

‘LLR.S. Sec. 2523. 


*Rev. Rul. 55-408, 1955-1 CB 113. 
®Reg. Sec. 25.2503-3(c) Ex. 6. 


evidenced by a positive agreement, but 
such an agreement may be shown by the 
surrounding circumstances as well as by 
evidence of an express agreement. 


Evidence of Intent 


Considering the fact that the normal 
purpose of a husband assigning a policy 
of insurance on his life to his wife or of 
a wife taking out insurance on her hus. 
band’s life would be to avoid having the 
proceeds included in his gross estate, one 
might conclude that there would be no 
problem in establishing the fact that the 
insurance was intended to be the separ. 
ate property of the wife rather than com. 
munity property even though premiums 
were paid from community funds.’ How. 
ever, at least in California it would be 
highly desirable carefully to document 
the intent of the spouses with respect to 
their intention that the policy be the 
separate property of the wife where it is 
not clearly her separate property as a 
matter of property law. 

Normally an application for insurance 
is so worded that the insured is deemed 
to be the owner of the policy unless it is 
otherwise specified. Where a wife applies 
for insurance on her husband’s life, the 
application must be amended to show 
that she is the owner. This would be 
positive, affirmative action which should 
raise the presumption of her separate 
ownership of the policy under Section 
164 of the California Civil Code. 

Where the husband is assigning a pol- 
icy to his wife, some insurance compa 
nies have a form whereby the husband 
can formally relinquish any community 
interest in the policy. Others simply 
state in the assignment form that the 
policy shall be the separate property of 
the wife: 

The spouses can execute a_ suitable 


7This may be true in some jurisdictions. It is the 
writer’s understanding that in Texas, for example, 
if a husband gives a policy to his wife each subse- 
quent payment of premiums with community funds 
is considered as involving a gift of the husband's 
one-half of such premium payment to his wife. Un- 
der these circumstances the Internal Revenue Serv- 
ice, at least in Dallas, accepts the complete non-tax- 
ability of. the insurance proceeds in the husband's 
estate. (The writer is indebted to Mr. Roy L. Cole 
of the Dallas Bar for this information. ) 
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agreemeri stating that the policy is in- 
tended to be the separate property of the 
wife and that to the extent premiums 
are paid f:om community funds the hus- 
hand-inter.ds to make a gift to his wife 
of his community half. As each premium 
js paid tie husband could declare in 
writing his intention that the funds be 
transmuted into the separate property of 
his wife, give the money to his wife, and 
have her pay the premiums. 

It has been suggested that federal gift 
tax returns could be filed each year 
showing a gift to the wife of the hus- 
band’s half of the community funds used 
to pay the premiums even though no re- 
turns would be required because within 
the annual exclusion. This would prob- 
ably not cause the Internal Revenue 
Service to rejoice as it has enough re- 
turns to process that are required by law 
and regulations. It is nevertheless true 
that when an estate tax return is pro- 
cessed, all gift tax returns filed by the 
decedent are associated with the estate 
tax return. The examining agent would 
thus be aware at the outset of his exam- 
ination of the clear intent of the spouses. 

The particular method adopted is up 
to the individuals concerned. The impor- 
tant thing is that the intent be clear. 


Contemplation of Death 


Even though the wife owns the policy, 
the proceeds or some portion of it may 
nevertheless be includible in the hus- 
band’s estate as a transfer in contempla- 
tion of death under Code Section 2035. 
If the insured lives for three years fol- 
lowing his assignment of the policy, the 
full value of the policy cannot be in- 
cluded in his estate. However, where he 
continues to pay the premiums during 
the three years before his death, the 
amount included in his estate could be:* 

(1) The actual cash amount of pre- 
miums paid by the husband during the 
three year period. 


(2) A share of the face value of the . 


policy proportionate to the payments 
made within the three year period to 
total premiums paid. 

(3) The full value of the insurance. 

The present position of the District 
Director’s office in Los Angeles, as un- 
derstood by the writer, is to include the 
proportion of the face value of the policy 
that the premiums paid within the three 
year period bear to the total premiums 
paid in the case of other than term life 
insurance. 

In the case of a term policy, the exam- 
ing agent will probably contend that the 
full value of the insurance should be in- 


——. 


‘This assumes that the transfer would be treated 
as having been made in contemplation of death. 
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cluded in the gross estate because the 
last premium payment was the effective 
cause of the payment of the face amount 
of the policy. 

The ultimate determination of this is- 
sue must await further developments. 

Meanwhile, it may be possible to avoid 
the problem. If the wife establishes her 
own separate bank account, and her hus- 
band makes annual gifts of money to her 
with no strings attached, it is possible 
that it could be successfully established 
that the husband had made no premium 
payments within the three year period 
where his wife paid the premiums from 
her separate bank account. 


What Should the Wife Do? 


Unfortunately few lawyers are equally 
versed as the other advisers in the intri- 
cacies of insurance tax law and trust law 
and the practical problems of mechanics 
and administration. For this reason the 
advice and counsel of a competent life 
underwriter and trust officer are invalu- 
able to the attorney and his client in the 
analysis and solution of problems en- 
countered in planning the disposition of 
a substantial estate. The practices and 
policies of insurance companies also 
vary. Before a particular recommenda- 
tion as to life insurance can be made it 
may be necessary for the life underwrit- 
er to determine the position of the com- 
pany with respect to the recommenda- 
tions in question. 

For purposes of this discussion it is 
assumed that the insurance policy is the 
separate property of the wife. 

(a) Wife is beneficiary. As the wife 
owns the policy she has the right to ex- 


ercise all the rights afforded to the own- 
er. She can borrow on the policy, sur- 
render it, take paid-up insurance, etc., 
and on the death of her husband will, as 
beneficiary reeeive the proceeds. If she 
predeceases her husband, the policy will 
constitute an asset of her estate just as 
any other property.® 

In the event she predeceases her hus- 
band, either where she owns the policy 
or the policy is community property, the 
proper supplemental forms should be 
filed with the federal estate tax return.’° 

Although from a statistical standpoint 
wives are generally cooperative and out- 
live their husbands, it cannot be as- 
sumed that this will be true in a parti- 
cular case. Therefore, the possibility of 
the wife, who owns the insurance, pre- 
deceasing her husband must be consid- 
ered before thé estate planner has com- 
pleted his work. 

Before intelligent decisions as to the 
disposition of the insurance by the wife, 
whether or not she survives her husband, 
can be made it is axiomatic that the 
clients should have some clear under- 
standing of the intended purpose of the 
insurance and what specific needs it is 
expected to fill in the overall estate plan- 
ning. 


(1) Insurance Left to Husband 


If the purpose of the insurance is sim- 


*If the policy constituted community property and 
the wife predeceased her husband, one-half the value 
of the policy is taxable in the wife’s estate. U. S. v. 
Stewart, 270 F. 2d 894 (9th Cir. 1959), cert. den. 
361 U.S. 960. 

10Where the insured is the decedent and any por- 
tion of the insurance is includible in his gross estate, 
Form 712 should be filed under Schedule D of Form 
706. The audit of the return will not be started un- 
til this form has been supplied. 
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Help us achieve these goals .. . 





When you are asked... 
about bequests for important causes 


Please remember . 


THE ARTHRITIS AND RHEUMATISM FOUNDATION 
10 Columbus Circle e New York 19, New York 


e@?@ 


Help us fight the nation’s number one crippler — 
11,000,000 Americans now suffer from the rheumatic diseases. 


Support is urgently needed for our programs of 


e EDUCATION 
e TREATMENT 
e REHABILITATION 


“CARE TODAY ... AND A CURE TOMORROW” 


(Contributed by a Friend of the Foundation) 
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Audience at San Diego session of Forum sponsored by Title Insurance and Trust Company 


of Los Angeles. 





ply to provide additional funds for the 
widow without being subject to estate 
tax in the husband’s estate, it may well 
be that the spouses will be entirely satis- 
fied to have the insurance transferred to 
the husband in the event he survives his 
wife even though it would then consti- 
tute part of his gross estate. 

If so, the wife should take appropriate 
action to dispose of the policy accord- 
ingly. The attorney should determine 
whether the insurance company will per- 
mit the shifting of ownership by a pol- 
icy endorsement providing for contin- 
gent owners.'! If the policy, like any 
other probate asset, passes under the 
laws of intestate succession or pursuant 
to will, care should be exercised to see 
that the wife’s will leaves the insurance 
policy to her husband. 


(2) Insurance Left to Children 


If the spouses would prefer that the 
wife leave the insurance to the children 
if she predeceases her husband, the age 
of the children and who would pay the 
premiums must be considered. If the 
policy were left to minor children by 
will, it is assumed that a guardian of 
their estate would have to be appointed 
before distribution could be effected.!* 
Should the husband be appointed the 
guardian? Even though he would be ex- 
ercising his powers in a fiduciary capa- 
city and be subject to court supervision, 
there is a possibility that it would be 
contended that such powers would con- 
stitute an “incident of ownership” mak- 
ing the insurance includible in his gross 
estate.!* 

11lJt is the writer’s understanding that some west- 
ern companies will permit this but that most eastern 
companies will not. If this is permitted, the insur- 
ance would not have to go through probate. 

12Tf the children can be named contingent owners 
by a policy endorsement the wife could provide for 
automatic paid-up insurance if the premiums were 
not paid. Not being subject to probate administra- 
tion it would not be necessary to appoint a guardian 
for minor children until some action with respect to 


the policy was desired. 
See Reg. Sec. 20.2042-1(c) Ex. 4. See also: By- 
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If the husband intends to pay pre- 
miums on the insurance consideration 
should be given to the problem of pay- 
ments constituting a gift of a future in- 
terest. For example, assume one policy 
for $20,000 and two adult children. If 
the policy were left to them jointly it is 
generally assumed that the Commission- 
er would assert that no beneficiary holds 
a present interest since the incidents of 
ownership would have to be exercised 
jointly."* It has been suggested, there- 
fore, that the policy be split into two 
policies and that one be given to each 
child, provided the insurer will do so. 

(b) Children are beneficiaries. In 
some instances the wife, who owns the 
insurance, may wish to designate the 
children rather than herself as benefici- 
aries under the policy. This poses a pos- 
sible gift tax problem. In Goodman v. 
Comm. 156 F. 2d 218 (2d Cir. 1946) 
the wife owned $500,000 of insurance 
on the life of her husband. She trans- 
ferred securities to a Trust A and the 
insurance policies to a Trust B with the 
income from the securities to be used 
by the corporate trustee to pay the net 
annual premiums. Any excess income 
was payable to her. Upon her husband’s 
death, if she survived, the insurance pro- 
ceeds were to be held in Trust B for the 
benefit of the children and a sister-in- 
law with remainders over. The trust was 
revocable during the husband’s lifetime 
but became irrevocable at his death. 
When the husband died the gift became 
complete, and the measure of the gift 
was the face amount of the policies plus 
post mortem dividends rather than the 
value of the policies to the wife had she 
revoked the trust just prior to her hus- 
band’s death, a difference of approxi- 
mately $390,000 ir that case. It is thus 
important to realize that the right of the 


ron S. McCoy Estate, TC Memo 1961-40. The reser- 
vation of the right to borrow upon the policy for 
purpose of premium payments was held a taxable 
‘incident of ownership.” 

4Skouras v. Comm., 188 F. 2d 831 (2d Cir. 1951). 





policyowner to revoke the beneficiary 
designation is cut off by the death of 
the insured. This creates a gift from the 
policyowner to the beneficiary. 

The protection of the insurance pro. 
ceeds payable to the children is also , 
consideration. The wife, as owner of the 
policy, could provide for use of varioys 
options afforded under the insurance 
contract. She could also protect the chil. 
dren from dissipating the  insuranee 
through a spendthrift provision. Hoy. 
ever, the use of settlement options pre. 
sents the usual problems of inflexibility. 

The ownership of the insurance in the 
event the wife predeceases the husband 
is also not solved by naming the chil. 
dren as beneficiaries. If the insurance 
were bequeathed to them, they as own. 
ers, would have complete control over 
the policies assuming they were over 2], 

(c) Trustee is beneficiary. By far the 
greatest flexibility can be secured by use 
of a trust, either inter-vivos or testamen- 
tary. The wife could create a revocable, 
unfunded life insurance trust by naming 
a corporate fiduciary as beneficiary of 
the policy and by entering into an agree. 
ment with the trustee to receive, admin- 
ister and dispose of the proceeds in ac. 
cordance with the terms of the trust in- 
strument. The wife would retain all 
rights under the policy. The policy is 
usually deposited with the trustee, but it 
is understood that charges made by the 
trustee pending death of the insured are 
nominal. 

It might be possible to provide that 
if the wife predeceased her husband the 
ownership rights in the policy would 
pass automatically to the trustee under 
a contingent ownership endorsement on 
the policy with the trustee remaining the 
beneficiary. 

If desirable in the particular family 
situation it should be possible to provide 
that the trust would become irrevocable 
if the husband predeceased his wife and 
still avoid any gift tax problem by hav- 
ing the wife retain the right to exercise 
a testamentary power to change the in- 
terests of the children as beneficiaries.” 

The many advantages of utilizing 3 
trust need not be detailed here. The 
problems in connection with a trust to 
hold insurance on the life of the hus 
band where the wife who owns the po: 
icy is the trustor are substantially the 
same as where the trust holds other a 
sets. However, before it is determined 
that a husband should transfer owner 
ship of life insurance to his wife, the 
possibilities of utilizing an irrevocable 
life insurance trust should not be over: 
looked. 


Reg. Sec. 25.2511-2(c). 
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A SPECIAL 
MESSAGE 


TO 7,400 BANKERS 


This message is directed specifically, and hopefully, to the 
chief executives of those banks which have not yet be- 
come members of the Foundation for Commercial Banks. 





If you answer “yes’’ to any of these 
questions, you should be interested in 
furthering the work of 
the Foundation for Commercial Banks. 


1. Are you interested in eliminating C] Cc 
indifferent public attitude toward com- 
mercial banks? 


2. Are you interested in educating the Cc CI] 
American public to the advantages of 
a “full service” bank? 


=. Are you interested in creating an im- C Cc 
proved climate for commercial banking 
so that unfavorable legislation and 
regulations can be corrected? 


4. Are you interested in developing an = C1 
educated and favorable public attitude 
toward your bank now, and in strength- 
BANK ening that attitude for the future? 


Service 


x 


These are the major aims of the 
For further information, write: 


Foundation for Commercial Banks, Foundation for Commercial Banks. 


Philadelphia National Bank Building, i 
ae eueiins « Suneuauanin ieee Its program merits your support. 


CONTINENTAL saroxa. BANK 


AND TRUST COMPANY OF CHICAGO cisthnatiibiciimmibantiailiianatin 
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NEW YORK TRUST DIVISION MARKS 15th YEAR 


INVESTMENT, LEGAL AND OPERATIONAL QUESTIONS HOLD FOREFRONT 


HAIRMAN WILLIAM B. Ocpen III, 
ere president and trust officer, Mer- 
chants National Bank and Trust Co., Sy- 
racuse, convened the 15th Annual Con- 
ference of the New York Bankers Asso- 
ciation Trust Division on October 26 at 
the Hotel Syracuse with some 300 trust- 
men and guests gathered for the two day 
meeting. The healthy state of fiduciary 
activity in the State is indicated by his 
report of total attendance of around 
1,100 at the eight regional meetings dur- 
ing the past year, of which the New York 
City-Long Island session accounted for 
about 500. Mr. Ogden expressed satis- 
faction with the enthusiastic support 
from trustmen state-wide in fostering 
contacts with legislators, surrogates and 
the legal profession which tend to better 
the climate in which corporate trustees 
function. 

New officers for the coming year are: 
Chairman, William H. Gambrell, vice 
president, Chemical Bank New York 
Trust Co., New York; Vice Chairman, 
Thomas E. McFarland, vice president 
and senior trust officer, Lincoln Roches- 
ter Trust Co., Rochester. Members of the 
executive committee for three year terms 
are: George F. Agor, vice president and 
trust officer, State Bank of Albany; Paul 
W. Morse, vice president, Chemung 
Canal Trust Co., Elmira; Eben W. Pyne, 
senior vice president, First National City 
Bank of New York. Also elected to the 
executive committee to serve the unex- 
pired one year term of Mr. McFarland 
was John R. McGinley, administrative 
vice president, Marine Midland Trust 
Co. of New York. 

In the absence of President George A. 
Newbury of the parent Association, 
president of the Manufacturers and 
Traders Trust Co., Buffalo, Albert L. 
Muench, the executive vice persident, 
urged that the trust profession spread 
the story of its services more widely, 
making them understood in everyday 
terms which emphasize their value. 

Donald H. Miller, vice president and 
trust officer, Union Bank and Trust Co.., 
Bethlehem, Pa., and Chairman, Trust 
Division, of the Pennsylvania Bankers 
Association, brought greetings from his 
group and expressed the hope that New 
York State trustmen might in due course 
also enjoy the benefits of full prudent 
man legislation which has only recently 
been enacted in that state. 
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William H. Gambrell, newly elected Chairman of the Trust Division of the New York 

State Bankers Association and his predecessor, William B. Ogden, III, welcome Senator 

Kenneth B. Keating to the 15th Annual Trust Conference. Looking on is Thomas £. 
McFarland, newly elected vice chairman of the Division. 





Another order of business was a testi- 
monial by George C. Barclay to the 
memory of the late Mark H. Peet, execu- 
tive vice president and trust officer, Glens 
Falls National Bank and Trust Co., long 
prominent in Trust Division activities. 
It was unanimously voted that Mr. Bar- 
clay’s remarks be inscribed in the rec- 
ord and a copy forwarded to his family. 


Trustee Investing Today 


It is axiomatic that the most difficult 
time to invest is now but those in atten- 
dance heard from Charles W. Buek, first 
vice president, United States Trust Co. 
of New York, some common-sense sug- 
gestions which may aid their investment 
decision-making in today’s erratic stock 
market. 

As to the general economic outlook, 
Mr. Buek believes that we are in a rather 
early stage of recovery which will gen- 
erate increased volume and profits. In 
general, however, the economy tends to 
be more stable than in the past and the 
question is will business be good or very 
good In any event, the outlook is de- 
cidedly for no boom. 

It had been expected earlier that de- 
mand for loans might raise interest rates 
somewhat this fall but this has not oc- 
curred and, where indicated, his institu- 
tion is buying some relatively short 
bond maturities. The trend of rates is 
likely to be upward a year or more 
hence, making long-term obligations un- 
desirable. The ten to fifteen year maturi- 
ties, or sometimes a bit longer, as well 
as finance company instalment obliga- 
tions, and government agency bonds, 


heve been purchased for fixed-income 
purposes. 

What of the stock market? Mr. Buek 
believes that it is high by any stand- 
ard one wishes to apply but that this 
state will persist for various reasons, 
among them the capital gains situation, 
the continuing large institutional de. 
mand which steps up volume on price 
declines, while corporations favor debt 
creation for tax deductibility reasons in- 
stead of diluting equity with new stock 
issues. Inflation also influences buying 
as a putative hedge but quality of ear- 
ings is also better today and depressions 
less frequent, making stockholders will- 
ing to express their faith in the economy 
by paying higher price/earnings multi- 
ples than have been, until recent years, 
the rule of thumb. As a consequence, 
quality stocks are likely to continue to 
fluctuate in a relatively high p/e mult 
ple area. 

In its present state, the stock market 
is showing disappointment that recovery 
has not been faster; having already dis 
counted very-fully improved conditions 
and with profits generally not rising, it 
is having trouble in making progress. 
hence, risks are high. There is, however. 
marked ‘variance in market action be: 
tween companies which makes selectiv- 
ity all-important. This will not change in 
the foreseeable future. 

Mr. Buek’s suggestions are somewhat 
at variance with what used to be con 
sidered conservative trustee procedure. 
For example, diversification as normally 
known is definitely “out”, in his book, 
with selectivity the touchstone to suc 
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cess in ive stock portfolio. “You can’t 
have too much of a good thing” is his 
motto, wiile playing the board is a fine 


way to 1 ake mistakes. Don’t cut back 
positions }ecause they appreciate; sell 
only wher you find a better medium or, 


if you decide you have made a mistake 
or the siiuation sours, run for cover 
without waiting for conditions to better. 
It is his contention that many trustmen 
would be wiser to fill their files with 
worries about a company’s status rather 


than hopeful notes which would seem to 
warrant retention in a deteriorating 
phase. 


A time zone of approximately six 
months is about as far ahead as anyone 
can see and his institution’s experience 
in using that period as a buy, hold or 
sell area has been useful, given the near- 
impossibility of calling cyclical turns 
with any degree of accuracy. In his opin- 
jon, we are now in the upper edge of the 
buy zone or in a holding area. 

In a strictly professional market such 
as we now have, to try to outguess the 
brains is rather futile and it does not 
pay to act the maverick. Odd lot statis- 
tics demonstrate that the amateurs are 
invariably wreng-in market appraisal. 
selling at bottoms and buying at tops. 

It is likewise poor policy to take steps 
which require two decisions, such as sell- 
ing and waiting for a lower buying 
point. Reserves fail to serve a_ useful 
purpose in most cases and it is sounder 
to buy another security. Concentrate on 
purchasing; selling is easier, in his opin- 
ion. ; 

Mr. Buek nonetheless admitted that 
conditions sometimes offer scant or no 
opportunity for sound action and that 
it is then wise to do nothing. It is al- 
ways good policy to keep the customer 
informed of your thinking; tell him 
what you are waiting for and why. In 
general, it is the part of discretion to be 
on the optimistic side and have courage 
in our industrial progress, else one 
should not be committed in the stock 
market. 

In a short question period, Mr. Buek 
expressed these opinions: 

Westinghouse and General Electric 
will probably not perform very dynami- 
cally in the near future marketwise and 
are not too attractive because their man- 
agements are concerned over price cut- 
ting in several of their lines. 

Dollar averaging is not favored in his 
institution because it relates to one com- 
mitment, while they prefer to buy what- 
€ver appears the best value at the mo- 
ment. 

The petroleum stocks will probably 
not benefit from a restored balance in 
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demand/supply until 1965; meanwhile, 
downside risk is relatively slight but 
they are perhaps one to two years away 
from an attractive buying point. 

In conclusion, Mr. Buek mentioned 
among favored groups now being pur- 
chased in their accounts the following: 
life and casualty companies, selected 
electric utilities, banks, a few natural gas 
distributing companies, as well as such 
chain food companies for income as 
First National Stores and Kroger; also 
Con Edison and Freeport Sulphur. 
American Telephone is a buy here, in 
their thinking, but it is not a dynamic 
growth vehicle but deserves a favorable 
opinion. Among specially favored com- 
mitments with strong growth potentials 
he mentioned: Procter and Gamble, In- 
ternational Business Machines, Scott 
Paper, Reynolds Tobacco, American Ex- 
press, Corn Products, General Foods 


and H. J. Heinz. 


Keep Your Trust Business Alive 


A trust department cannot continue to 
function without income and a regular 
flow of estates and trusts to be adminis- 
tered will come only from effective and 


intensive cultivation. As active cases-are 


wound up, the backlog must lie in new 
current appointments and the will file 


but who knows what percentage of the 
latter will ever become operative? This 
very important question was discussed 
by Norman E. Walz, vice president and 
senior trust officer, The First National 
Bank, Sunbury, Pa. 

In the first instance, it is imperative 
that contact be kept by one or more 
means with those individuals who have 
seen fit to name one’s institution in their 
wills. Business not in active status is eas- 
ily diverted to a competitor and the 
bank none the wiser. The answer, estab- 
lish a file and arrange to contact those 
people who have thus shown their con- 
fidence. 

Personal contacts are the best but let- 
ters, booklets, establishment of other 
links with the bank and countless other 
ways of keeping its name in view are 
obvious methods. The principal factor, 
however, is appreciation of the impor- 
tance of policing the will file and doing 
something effective to assure its future 
worth to the trust department’s income. 

Speakers at the dinner and luncheon 
meetings were J. Boyd Mullan of Roch- 
ester, president of the New York State 
Bar Association, who brought a message 
of continued trustee-bar cooperation 
from his group, and Honorable Kenneth 
B. Keating, United States Senator from 
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New York State. The latter brought a 
word of encouragement regarding the 
ultimate result of the cold war but he 
warned that the way may well be a long 
and difficult one. His speech was with- 
out political overtones, except for a sin- 
cere expression of hope that divergent 
statements from influential administra- 
tion sources at critical moments would 
not give aid and comfort to our adver- 
saries and thereby lead to any miscalcu- 
lation of our true position on interna- 
tional matters. 


Committee Reports 


Trust OPERATIONS: Charles A. Rose- 
brock, vice president, Chemical Bank 
New York Trust Co. In the absence of 
the chairman due to illness, the report 
was read by Paul W. Howe, vice presi- 
dent, Irving Trust Co., New York. Three 
recent additions to the Operating Man- 
ual bring the topics covered therein to 
nineteen, the new subjects being admin- 
istration ticklers, nominees and income 
taxes. The 1960 survey of trust opera- 
tions, prepared in cooperation with the 
Federal Reserve Bank of New York, was 
based upon trust statistics from 106 in- 
stitutions, a reduction from earlier com- 
pilations, primarily because of mergers. 
It is strongly urged that this survey be 
as broadly based as possible to present 
a true picture. 

Common Trust Funps: Howard C. 
Judd, vice president, Morgan Guaranty 
Trust Co. of New York. 56 common 
funds are operating or in process of 
being put into operation, a gain of five 
funds during the year, with the trend 
toward specialized types continuing, as 
shown by this breakdown: legal 22; bal- 
anced discretionary 17; common stock 
8; taxable fixed income 4; tax exempt 
bond 5. New legislation now makes un- 
necessary portfolio adjustment when 
Subdivision M securities exceed 35% on 
valuation date. In cooperation with the 
like committee of the ABA, a proposal 
has been submitted to the Federal Re- 
serve Board to permit enlarged partici- 
pation in common funds of $2 million 
or more not to exceed 5% of the total 
fund or $500,000, whichever is less, but 
decision has not been handed down. Ac- 
tion on charitable agency account parti- 
cipation in common funds remains in 
abeyance, as does the proposal to admit 
custodianships under the Gifts to Minors 
Act. Likewise, the proposal to disqualify 
from fund participation any revocable 
trust where income is payable for life to 
the grantor with remainder to his estate 
upon death was strongly opposed. No 
decision has been announced. 

Bank Fipucitary Funp: Charles E. 
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Treman, Jr., president, Tompkins Coun- 
ty Trust Co., Ithaca. In its seventh year 
of operation, the Fund has added five 
new stockholders, bringing the total to 
53 institutions participating, and assets 
at October 31 should have a market val- 
uation of approximately $12.5 million, 
a gain of almost $3.5 million in the 
year, including an estimated net addi- 
tion of some $683,000 at the October 
month-end entry date. Annual dividends 
have continued their upward trend and 
the six month rate of $2.148 indicates 
that the $4.20 per share of the last fis- 
cal year should at least be matched. 

Another feature has been the Fund’s 
resistance to decline in view of substan- 
tial stock price fluctuations over the last 
six months, with an informal valuation 
at October 13th indicating a share valua- 
tion of $120.74 vs. $116.73 on April 
28th. Common stocks make up 35.59% 
of portfolio as of October 13th, invested 
in 58 companies and the bond section 
comprises 47 issues. There are 97,801 
shares outstanding with average cost 
basis of $107.16. Despite upward adjust- 
ment of investment management, ac- 
counting and legal fees, operating costs 
continue moderate, being 4.84% of port- 
folio income during the fiscal year end- 
ed April 28 last. 

EMPLOYEES BENEFIT Funp: David C. 
Powers, vice president, First National 
City Bank of New York. The committee 
supported legislation to permit pension 
trustee investment in mortgage partici- 
pations if the governing instrument per- 
mits, which became law in April. It also 
considered means of limiting and stand- 
ardizing auditing procedures of pension 
trusts by accountants because of the 
growth in dollar size and number of 
such trusts. Tentative steps are also be- 
ing taken to consider another statistical 
survey, with cooperation of the State 
Banking Department, on the number, 
types, asset values and other data on em- 
ployee benefit plans administered by 
state and national banks in New York 
State. It has also been decided to con- 
duct an Employee Benefit Fund School 
in late winter or early spring, details of 
which will be announced later. 

Trust DEVELOPMENT: Thomas W. 
Heslin, vice president, Manufacturers 
Hanover Trust Co., New York. The 
eighth session of the Trust New Business 
School included 28 students, two from 
Canada and two from New Jersey among 
the number, ranging from beginners to 
officers with long experience. A total of 
243 men and seven women have com- 
pleted this training course which devel- 
ops the sales producing abilities of the 
students, whether they are full time trust 





department staff members or no. Cer. 
tificates were, as is the custom, pre- 
sented to those in attendance who com. 
pleted the requirements of the course. 

ADMINISTRATION SCHOOL: Elmer L, 
Hewson, vice president, Manufacturers 
and Traders Trust Co., Buffalo. 33 sty. 
dents, including five women, enrolled fo; 
the course in Estate Administration at 
Rensselaer Polytechnic Institute. Certi. 
ficates of completion were presented to 
those graduates in the audience. 

Trust AND Estate Law: Edward J, 
Veitch, vice president, Irving Trust Co, 
New York. The Legislature this year cre. 
ated a Temporary State Commission on 
the Modernization, Revision and Simpli- 
fication of the Law of Estates. Surrogate 
John D. Bennett of Nassau County has 
been designated chairman. Members of 
the Trust Division are invited to sub- 
mit suggestions to this committee for 
forwarding to the Commission.* One 
matter that will be strongly urged be. 
fore the Commission is the adoption of 
the full prudent man rule of investment 
which again failed of enactment this 
year. 

The perennial bills requiring compul- 
sory periodic accountings were passed 
by the Assembly but as a result of 
Trust Division members’ activity the bills 
were not reported out of the Senate com. 
mittee. The measures are expected to 
be introduced again in 1962 and con- 
tinued effort in opposition thereto is 
urged by the Trust and Estate Law 
Committee. 


*Surrogate Bennett has asked the editors to re- 
quest that comments be sent to the Commission of- 
fice, 270 Broadway, New York, prior to December 31. 
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Trust Papers Win Honors 
at NYSBA Schools 


Andrew L. Robinson, assistant trust 
officer, Grace National Bank, New York 
City, presented the best thesis for the 
1960 Trust Administration School spon- 
sored by the Trust Division of the New 
York State Bankers Association. His 
paper on “Sprinkling Trusts” was se 
lected from among the 39 theses submit: 
ted. 

Floyd W. Roper’s talk on “The Need 
for Family Estate Planning in a Chang: 
ing World” was judged the best talk at 
the 1960 NYSBA Trust New Business 
School. Mr. Roper is assistant trust off 
cer of First-City National Bank, Bing- 
hamton. 

Both papers are available at the Trust 
Division office (405 Lexington Ave. 
New York 17) upon written request 4 
long as the supply lasts. 
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Merger with Pemco 
Corp. enables 
Glidden to offer a 
full line of coat- 
ings materials. 
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Acquisition of 


Johnstown, Pa., 
plant complements 
present operation, 
offers full line of 
metal powders to 
industry. 
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New Carrollton, 
Texas coatings 
plant will serve 
growing South- 
western markets. 











GLIDDEN REPORTS 
for 1961 





Purchase of one- 
third interest in 
West German paint 
company provides 
first direct entry 
into European 
Common Market. 
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FINANCIAL HIGHLIGHTS FROM 


THE GLIDDEN COMPANY 1961 ANNUAL REPORT 





1961 
Net sales $206,702,216 
Income before taxes . $ 12,737,983 
Net income . $ 6,416,983 
Per share . $2.78 
Dividends $ 4,621,743 
Per share . $2.00 
Depreciation and amortization . . . $ 7,440,940 
Per share . $3.22 


Expenditures for plant and equipment $ 


Working capital 
Current ratio 


Shareholders’ equity 


Per share . 


7,823,199 


$ 68,061,010 


5.43 (0 1 


$ 94,665,592 


Number of shareholders 


Number of employees . 


For a copy of Glidden’s 1961 Annual Report write: 


$40.96 
20,873 
6,372 


UNION COMMERCE BUILDING 
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Capacities in- 
creased at Chicago, 
Louisville and 
Berkeley edible oil 
refineries. 
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THE RAILROADS — 
PROBLEMS AND PROSPECTS 


The recent bankruptcy of the New 
York, New Haven & Hartford Railroad 
gave dramatic testimony to the real 
problems faced by the railroads, and to 
which industry leaders and thoughtful 
economists have been pointing through- 
out most of the post-war period. The 
urgency of these problems has perhaps 
at last been recognized by the Interstate 
Commerce Commission, the Congress, 
the Executive Branch, local politicians, 
railway labor, investors, and the public- 
at-large, and there is now hope, though 
not assurance, that decisive steps will be 
taken to prevent the New Haven from 
being followed by others. 

The difficulties faced by the railroads 
are not only serious, but complex, and 
the moves required to restore the in- 
dustry to a sound economic footing ex- 
tend far beyond the modest palliatives 
heretofore offered and will require ad- 
justments on the part of many segments 
of the economy. The contribution of 
the roads and their still vital role in the 
development of our economic structure 
need hardly be reiterated; it should be 
noted, however, that the principal 
strength of this basic industry lies in 
its integration which allows a shipper to 
move goods from any point in the coun- 
try to any other, quickly and efficiently. 
If the railroad system is allowed to de- 
teriorate segment by segment, the con- 
sequent attrition of roadway and roll- 
ing stock cannot help but be felt by the 
remaining units, however healthy in 
their own right. Undoubtedly, a portion 
of existing railroad capacity has been 
made superfluous, primarily by technol- 
ogical developments which have permit- 
ted more intensive utilization and, in 
some cases, by a shrinkage of demand 
for railroad transportation but it must 
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be remembered that railroads must be 
able to meet not only depressed or aver- 
age demand but also peak requirements, 
and that wholesale abandonment of 
plant and facilities whatever the short 
term advantage is not the solution to 
the industry’s problems, and _ indeed 
contributes to their difficulties over the 
long run. 

Worth noting too is the fact that the 
role of railroads in the transportation 
system is not unique and that competing 
modes of transport have also established 
their economic justification. The decline 
in the railroads’ share of the transporta- 
tion market from roughly two-thirds to 
well under half is accounted for in part 
by the superiority of trucks, pipelines 
and bargelines under certain conditions. 
Nevertheless, an important factor in the 
reduced rail market has been the archaic 
rate making philosophy and procedures 
of the Interstate Commerce Commission 
which have prevented establishing rates 
which accurately reflect costs of service. 
without regard to their effect on com- 
peting transport modes. 
many cases, railroad tariffs 
serve as an umbrella under which actu- 
ally less efficient carriers operate. Inter- 
estingly enough, the I.C.C. has not been 
concerned in establishing truck rates 
with the effect of traffic diversion upon 
railroads in mind. Although the Trans- 
portation Act of 1958 authorized rate- 
making on the basis of costs without 
regard to competition, the I.C.C. has 
not yet broken decisively with past poli- 
cies and has been under considerable 
pressure, as witness the recently pro- 
posed “Hoffa” Bill (S. 1197), which 
would formally restore the favored posi- 
tion of the trucking industry. The trag- 
edy of the present irrational rate struc- 
ture is that in the final analysis neither 
the rails nor truckers nor water carriers 
benefit by diverting traffic more eco- 
nomically handled by another transpor- 
tation mode. The only real beneficiaries 
of the present system are the marginal 
nonregulated “private” carriers, “gyp- 
sies” and haulers of “exempt” commodi- 
ties whose contributions to our economic 
well-being are minimal. 

During the post-war period, the total 
freight transportation market has _in- 
creased by roughly one-third, while the 
volume handled by railroads has held 
constant, moving within only a narrow 
range, in part accounted for by diver- 
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sion of traffic to more efficient carriers, 
especially in the case of short haul, less- 
than-carload business which lends itself 
to truck movement and petroleum prod- 
ucts which move more cheaply through 
pipelines. The regulatory policies previ- 
ously referred to deserve the major 
blame for the stagnation of rail freight 
traffic. 

The total commercial passenger mar- 
ket has seemingly held steady through 
postwar years. though actually a rapid 
and continuing growth of long-haul busi- 
ness stimulated by the airlines has been 
thus far offset by the loss of short haul 
business to the private automobile. The 
rails have been caught in the middle 
of these trends and their share of the 
market has declined precipitously to now 
little more than a quarter, consisting 
largely of commuter business. As for 
the latter, extremely high peak and very 
low average demand make commuter 
business almost inherently unprofitable; 
if the railroads are to continue this 
service, subsidy in one form or another 
appears imperative. As a measure of 
the unprofitability of passenger service 
(including commuter) it might be noted 
that in 1960 as against revorted rail- 
way net operating income of $584 mil- 
lion, the fully allocated passenger loss 
was $485 million, and while the latter 
figure derived from the archaic I.C.C. 
formula undoubtedly overstates the sav- 
ings which might stem from aban- 
donment of passenger operations, those 
savings would nevertheless be substan- 
tial. 

At this point it is perhaps worthwhile 
to discuss the fundamentals of railroad 
economics. The prime characteristic de- 
serving mention is the essentially fixed 
nature of costs, since investment in road- 
way and rolling stock is typically about 











“Oh, nuts- here comes the chief stockholder!” 
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R. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 





Prince Albert, George Washington 
Carter Hall 
smoking tobacco 











QUARTERLY DIVIDEND 


A quarterly dividend of 37)4c 
per share has been declared 
on the Common Stock of the 
Company, recently split two- 
for-one, payable December 5, 
1961 to stockholders of record 
at the close of business No- 
vember 15, 1961. 


WILLIAM R. LYBROOK, 


Secretary 
Winston-Salem, N. C. 
October 12, 1961 


Sixty-one Consecutive Years of 
Cash Dividend Payments 











Southern California 


Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 47 
252 cents per share; 


4.24% SERIES 
Dividend No. 24 
26/2 cents per share; 


4.78% SERIES 
Dividend No. 16 
297/, cents per share; 


4.88% SERIES 
Dividend No. 56 
3012 cents per share. 


The above dividends are pay- 
able November 30, 1961, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, No- 
vember 29. 


P. C, HALE, Treasurer 


October 19,1961 
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twice annual revenues. Roadway. must be 
depreciated and maintained and appar- 
ently, in the view of local politicians, 
taxed. Similarly, rolling stock and mo- 
tive power must be depreciated and 
maintained. Depreciation charges are 
prescribed by the I.C.C. and not gener- 
ally subject to management control; 
management’s control over maintenance 
expenditures, upon examination, is more 
apparent than real. The proper level of 
maintenance is almost as much a func- 
tion of the property itself as its utiliza- 
tion. The ravages of time and weather 
work their will upon an idle boxcar as 
much as one fully loaded in transit, and 
a heavy rain will wash out a low density 
branch line roadbed as readily as on 
the main line. Granted that maintenance 
can be prudently deferred, though per- 
haps not to the extent generally be- 
lieved, sooner or later it must be made 
up. 

Transportation expenses too have 
only limited flexibility. Schedules must 
be upheld, and trains of 50 cars move 
not much less expensively than 100 car 
trains; empties must be moved to the 
source of traffic just as loaded cars 
must be moved towards their destina- 
tions. In short, maintenance of road- 
way and rolling stock and transporta- 
tion expenses which together absorb 
roughly three-quarters of railroad reve- 
nues on average must be regarded as for 
the most part fixed charges, functions 
primarily of geography, geology, mete- 
orology and traffic patterns and flow 
rather than of the actual volume of 
goods handled or revenues received. So- 
called “maintenance ratios” (mainte- 
nance expense as a per cent of reve- 
nues) with which some analysts and 
investors seem preoccupied are seen in 
this perspective as largely meaningless. 
More significant data, especially for 
year-to-year comparisons, can be de- 
rived by relating maintenance expendi- 
tures to miles of roadway or units of 
rolling stock and motive power. In term- 
ing the expenses of railway operations 
as essentially fixed and mostly beyond 
the control of prudent management, 
there is of course no attempt to deny 
the possibilities of achieving savings 
through new equipment or rationaliza- 
tion of operations. 

In the face of shrinking or static 
volume and the difficulty of contracting 
operations correspondingly, rail man- 
agement has attempted to offset narrow- 
ing profit margins through two courses 
— raising rates, and reducing costs 
through mechanization and automation. 
The first approach proved largely self- 
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AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
vr 


207th Consecutive Cash Dividend 
on Common Stock 


4 oe quarterly dividend of Forty- 
nine cents (49c) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of 
the public, has been declared payable 
December 9, 1961, to the holders of 
record at the close of business November 


10, 1961. 
W. J. ROSE, Secretary 
October 25, 1961. 


























THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
157th Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 22c 
per share on the Common Stock of 
the Company, payable on December 
1, 1961, to stockholders of record at 
the close of business on November 
13, 1961. 


GEORGE SELLERS, Secretary 











November 3, 1961 











Air REDUCTION 


Company, Incorporated 


178" CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of 62”%¢ per share on the 
Common Stock of the Company, 
payable on December 5, 1961, 
to holders of record on Novem- 
ber 18, 1961. 


October 25, 1961. 
T. S. O'BRIEN, Secretary 































UNION 
CARBIDE 


A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable December 1, 
1961, to stockholders of record at the 
close of business November 6, 1961. The 
last quarterly dividend was ninety 
cents (90¢) per share paid September 
1, 1961. 

Payment of the quarterly dividend 
on December 1 will make a total of 
$3.60 per share paid in 1961. In 1960, 
$3.60 per share was also paid. 


Joun F. SHANKLIN 
Secretary and Treasurer 


UNION CARBIDE CORPORATION 


TRUSTS AND ESTATES 
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defeating. since as rates increased, more 
traffic was !ost to competitors; the sec- 
ond has licen by far more successful. 
Despite widespread furor over “feather- 
bedding” «and some still wasteful and 
hurdensom« work rules, the fact remains 


that the railway labor force has been 
roughly halved during the post-war pe- 
riod, and the ratio of wages to revenues 


has been held constant. These work 
rules, now superseded by technological 
development. present a difficult but not 
insoluble problem, It seems unrealistic 
to expect the members of the Railroad 
Brotherhoods to forego the periodic 
wage increases enjoyed by industrial 
workers generally, or to accept with 
cheerful equanimity the loss of jobs. 

As a matter of fact, the relatively 
slow pace of railroad modernization has 
been perhaps occasioned no more by 
resistance of labor than the inability of 
the roads to raise sufficient capital to 
press forward with electronic yards, cen- 
tralized traffic control, roller-bearing 
freight cars and other labor-saving 
equipment. Liberalization of the Govern- 
ment guaranteed loan program, thus far 
taken advantage of only by the weakest, 
marginal roads, is needed to allow the 
stronger systems as well to advance their 
modernization projects. Guarantees for 
long-term refunding loans which would 
permit the roads to reorganize and ra- 
tionalize present unwieldy and _ costly 
debt and lease structures also merit con- 
sideration. 

Turning to the more immediate prob- 
lems now confronting the investor as 
regards the rails, generalization be- 
comes far more difficult. Despite the 
similarities of operations and economics 
catalogued above and their common 
problems, the differences also merit ela- 
boration. Certainly the present contrasts 
between, say, the Norfolk & Western or 
Union Pacific on the one hand and the 
Norfolk & Southern or the Chicago, Mil- 
waukee, St. Paul & Pacific on the other, 
far outweigh their common membership 
in the Association of American Rail- 
roads and what may prove, in the last 
analysis, their complete interdependence. 

Within recent weeks investor interest 
in railroad shares has quickened, spark- 
ed primarily by anticipation of a contin- 
uation of the present business recovery 
and secondarily by the hope of remedial 
legislation and executive and I.C.C. ac- 
tion which will solve the dilemmas now 
faced by the industry. Recent I.C.C. 
approval by piggyback Plans III and 
IV has awakened speculation that traffic 
lost to trucks will return via trailers 
on flatcars. This optimistic appraisal by 
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THE SINGER MANUFACTURING COMPANY 


373rd 
dividend 


65 cents per share @ 
Declared: November 1, 1961 
Payable: December 13, 1961 
Record: November 17, 1961 


D. H. ALEXANDER 


Secretary 


HOUSEHOLD APPLIANCES + INDUSTRIAL EQUIPMENT + MILITARY PRODUCTS 














Cities Service 
@ OM PA RY 
Dividend Notice 





The Board of Directors of Cities Service Company declared 
a quarterly dividend of sixty cents ($.60) per share on its 
Common Stock, payable December 11, 1961, to stockholders 
of record at the close of business November 17, 1961. 


October 20, 1961. FRANKLIN K. FOSTER, Secretary 








FLINTKOTE Diversified Products For Home and Industry 
THE FLINTKOTE COMPANY 


NEW YORK 20, N. Y. 


quarterly dividends have been declared as follows: 


Common Stock*: $.20 per share 

$4 Cumulative Preferred Stock: $1 per share 

$4.50 Series A Convertible 2nd Preferred Stock: $1.i2%2 per share 
$2.25 Series B Convertible 2nd Preferred Stock: $.561/4 per share 


These dividends are payable December 15, 1961 to stock- 
holders of record at the close of business November 17, 1961. 


—_ 3314 consecutive JAMES E. McCAULEY, Treasurer 
dividend November 1, 1961 








PANHANDLE EASTERN 
PIPE LINE COMPANY 


QUARTERLY DIVIDEND 


50¢ per Common Share 
(formerly 45¢ per Share) 


e Payable December 15, 1961 





¢ Record November 30, 1961 
¢ Declared October 30, 1961 


WILLIAM C. KEEFE, 
Vice President & Secretary 





Pioneer Long-Distance Transporter and Producer of Natural Gas 
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the market has been reflected in the 
strength of not only the group’s “blue 
chips” and medium quality issues but 
even those roads in quite difficult finan- 
cial straits. 

We are not so sanguine, especially in 
relation to near-term prospects. The 
present business upsurge, unless assum- 
ing truly boom proportions, over an ex- 
tended period, will unlikely be sufficient 
to lift the weakest carriers out of their 
present morass including a considerable 
degree of deferred maintenance resulting 
from chronic cash shortage. The major 
Eastern carriers, New York 
Central, Baltimore & 


such as 
Pennsylvania. 





Ohio, Erie, and Reading which formerly 
were prime vehicles for playing the 
cyclical recovery by virtue of their cov- 
erage of the industrial heartland of the 
nation now fall, in varying degrees, into 
that unfortunate category, though not 
entirely without long term appeal. 
The merger movement which began 
so hopefully with the prompt consumma- 
tion of the Norfolk & Western-Virginian 
and Erie-Lackawanna combinations is 
now bogged down, not so much by op- 
position of the Brotherhoods or the Fed- 
eral Government but by the railroads 
themselves, as witness the New York 


Central-C & O dispute over the B & O 











At Grace National Bank, all our skills and experience are 
concentrated in a single office in the heart of the financial and 
foreign trade district. Our top men and our many specialists 
are always available to customers on a few moments’ notice. 
Since all our people are in close contact with one another, 
and with the work of the bank as a whole, our individualized 
handling of all transactions is easily carried through from 


one department to another. 


One of our officers will be glad to see you whenever you 
are able to come in to discuss your requirements for foreign 
trade, commercial or personal banking services. 








GRACE 


OF NEW YORK 





NATIONAL BANK 


Digby 4-1200 
7 Hanover Square 
New York 15 





Correspondent Banks in 











Principal Cities of the World 





Member Federal Deposit Insurance Corporation 
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and the Santa Fe-Southern Pacific 
squabble over the Western Pacific. Of 
the mergers now proposed, under study 
or pending before the I.C.C., only 4 
few appear sufficiently well conceives 
and justified to pass muster. Whi) 
mergers, acquisitions and/or integratio, 
of facilities hold substantial promise 
they will take a farsighted approach 
which the present contests indicate ; 
not yet at hand, to say nothing of th 
consideration which will have to } 
given the legitimate interest of labo, 
shippers, and the public. As for materi 
Government aid via tax abatement, sy}, 
sidy or corrective legislation, “we'p 
from Missouri” and remain to be showy 
The past record is not encouraging, | 

Despite the real problems of the jp. 
dustry and our qualifications to ro, 
future projections now current, we rea(. 
ily concede that selected railroad equi. 
ties can play a useful role in a wel 
balanced investment portfolio. Ther 
still can be found numerous good qua. 
ity rail issues in the present marke 
providing above average yields on wel 
protected dividends which enjoy both 


favorable near and longer term pros 
pects. 


Among strong rail equities which 
merit consideration should be included 
Southern Railway and Seaboard among 
the southeastern carriers and Southem 
Pacific in the southwest, each enjoying 
above-average growth and quite reasor- 
ably priced in relation to prospective 
1962 earnings. Roads benefitting from 
the current cyclical recovery include the 
major coal hauling lines, among then 
Illinois Central, Louisville & Nashville 
and Norfolk & Western, all enjoying 3 
strong freight car position. Among the 
eastern lines, Nickel Plate, largely fre 
of the passenger and commuter problem, 
operates little low-density branch mil: 
age. The proposed merger of Norfolk’ 
Western and Nickel Plate of cour 


gives added longer-term appeal to thor 
roads. 


Railroad bonds likewise merit consi: 
eration for income accounts; amolg 
more interesting issues are the Minne 
apolis & St. Louis 6s of 1985 and the 
various Missouri Pacific issues. Pur 
chases of lower quality and more spect: 
lative equities and obligations are be! 
deferred until it becomes clear thé 
maintenance is restored to proper levels 
and the higher revenues stemming from 
the present business upturn can be tral 
lated into earnings. 

Rosert B. DEAtT0% 
Carl M. Loeb, Rhoades & (. 
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\STATES 


A special report 
for institutional 


investors... 


BANK 









“BANK GROWTH GOALS” is a detailed 84-page study of the national 
and regional economic trends as a basis for projecting commercial 


banking’s growth potential. The regional approach is designed to 
stimulate institutional investor interest in a widening range of indi- 


( () A | vidual banks as well as to assist in the selection of actual stocks. 


—concerns itself with several timely questions: 


NovemBer 1961 


1. Is commercial banking a ““srowth”’ industry ? 


2. What are the obstacles to commercial bank growth? What remedies 
may be in the offing? 


3. Where does this year’s price advance leave bank stocks currently 
in terms of relative values? In terms of longer term objectives? 


Bankers and other interested institutional investors can obtain a copy of 
this study by addressing our Institutional Department. 


Francis I.du Pont € Co. 


Members New York Stock Exchange and principal security and commodity exchanges— 
76 Offices Nationwide 


One Wall Street « New York 5, New York 
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Tax REFoRM — WHEN? 


When Columbus completed his voyage 
of discovery on October 12th he had 
good reason to be thankful; not so the 
hard-pressed American taxpayer reading 
on the same date last month that the 
prospect of a tax reduction in fiscal 1962 
might instead turn into a “reluctant” 
tax increase. 

During the presidential campaign, 
Mr. Kennedy hammered upon the lack 
of economic growth and the need for 
tax reform, at the same time holding out 
hopes for a major overhaul which would 
permit some reductions. It is true that 
the international situation has demanded 
stepped-up defense spending but it 
would seem that prudence would ‘have 
dictated some measure of curtailment 
in marginal or low priority domestic 
planning, instead of which Treasury 
Secretary Dillon now estimates a $6.75 
billion deficit in the current year, with 
some pessimists expecting an even larger 
one. 

Top officials only a few months ago 
scored the oppressive tax load as con- 
tributing to the lagging rate of growth 
but President Kennedy’s recommenda- 
tions to Congress were limited to inade- 
quate depreciation credits. If the world 
situation has actually worsened to the 
point where we cannot have a cut, we 
should at least expect a real tax revision. 
In the 48 years since the income tax 
was made law, each successive admini- 
stration has exercised its architectural 
skills in expanding and altering its 
structure. Honeycombed as it is with 
inequities, it is a tribute to national in- 
tegrity that the voluntary system has 
worked as well as it has. 

It now appears that the best to be 
hoped for in 1962 will be a warmed- 
over version of industrial depreciation 
schedules. according to Under Secretary 
of the Treasury Fowler’s speech in New 
York City last month, with no easing of 
individual or corporate rates. Instead. 
says Mr. Fowler, there will be in 1962- 
63 “an intensive examination of tax 
policy .. . to keep our tax system up. 
to date and maintain its equity.” This 
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is a typical sample of political double- 
talk, because the individual taxpayer 
will probably end up by losing the al- 
ready inadequate dividend credit and 
exclusion and face, additionally, with- 
holding of interest and dividends. 

It must be admitted that tax draft- 
ing, even on a theoretical level, is a 
prickly task and the inherent problems, 
when complicated by political pressures, 
well-nigh insurmountable. That is why 
each Congress takes the road of expedi- 
ency in acting to meet the more pressing 
demands of the day and lets the future 





care for itself. However. until a stay 
is made, it is futile to blame other Causes 
for lack of economic expansion while 
lack of incentive to make and keep 
profits remains the controlling factor. 

The Administration estimate of reve. 
nue loss if the proposed investment 
credit in present form is enacted jg 
around $1.1 billion, as stated by My. 
Fowler, and this loss is to be compen- 
sated in the individual sector, as mep. 
tioned earlier, plus some tightening ji 
corporation enforcement. This is 100% 
reverse economic thinking which stifles 
even more the incentive to risk and make 
money, while in the same speech the 
Administration’s aims are stated as to 
speed economic expansion, encourage 
capital spending, reduce unemployment 
and bolster our international balance 
position. 

There is general agreement upon the 
need for more realistic depreciation 
schedules for industry but that is not 
the entire answer. Whenever lower rates 
for either business or individuals are 





DIVERSIFICATION OF COLLEGE ENDOWMENT FUNDS* 


(at market values June 30, 1961) 





REAL 
BONDS PFD. COMMON _—ESTATE, 
INSTITUTIONS TOTAL (CASH) | STOCKS STOCKS MTGS.,ETC. (a) 

AMHERST COLLEGE $ 72,302,701 34.0% 1.8% 63.9% 3% 
BARNARD COLLEGE 13,577,122 45.6 4.0 50.1 a 
BATES COLLEGE 6,300,009 30.9 9.4 55.5 2.1 

BROWN UNIVERSITY 48,214,434 22.1 2.5 62.4 9.8 
CALIFORNIA INSTITUTE OF TECHNOLOGY 92,296,692 23.8 3.2 67.4 5.5 
CALIFORNIA, UNIVERSITY OF 156,873,426 29.5 2.3 43.2 22.6 
CARLETON COLLEGE 17,682,447 20.2 6.2 49.6 23.4 
CASE INSTITUTE OF TECHNOLOGY 22,701,729 30.5 6.3 59.6 3.6 
CATHOLIC UNIVERSITY OF AMERICA 9,852, 045 43.0 - 57.0 - 

CHICAGO, UNIVERSITY OF 215,532,000 25.4 1.5 51.8 14.0 
CLARK UNIVERSITY 11,263,193 19.7 6.5 62.2 11.6 
COLBY COLLEGE 10,519,647 22.5 1.4 58.9 17.2 
CORNELL UNIVERSITY 146, 809,547 47.4 if 49.4 2.9 
DE PAUW UNIVERSITY 14,709,375 34.4 3.0 51.4 11.2 
DUKE UNIVERSITY 95,510,127 45.4 1.0 53.3 - 

HARVARD UNIVERSITY 722, 968, 828 40.0 .7 55.5 5 
JOHNS HOPKINS UNIVERSITY 129,590, 947 32.3 2 56.0 9.0 
LAFAYETTE COLLEGE 26,819, 866 19.1 7.4 65.8 2.2 
LEHIGH UNIVERSITY 29,741,718 23.4 .6 71.1 4.8 
MASS. INSTITUTE OF TECHNOLOGY 217,498,528 38.9 4 54.0 5.3 
MICHIGAN, UNIVERSITY OF 41,194, 677 $1.2 . 4.6 54.8 9.4 
MIDDLEBURY COLLEGE 12,153,383 41.9 1.9 51.8 4.4 
MINNESOTA, UNIVERSITY OF 22,425,441 | 36.8 3.4 57.4 2.4 
MOUNT HOLYOKE COLLEGE 23,079,480 30.2 - 56.2 13.6 
OBERLIN COLLEGE 64,865,751 23.5 3.3 68.3 4.9 
PENNSYLVANIA, UNIVERSITY OF 107,441 ,000 38.8 4.5 50.9 5.8 
PITTSBURGH, UNIVERSITY OF 57,937,899(C) 39.8 3.7 41.8 14.3 
POMONA COLLEGE 22,493, 753 24.4 (b) 58.8 16.2 
PRATT INSTITUTE 18,274, 667 35.6 5 62.4 1.5 
PRINCETON UNIVERSITY 201,941,288(c) 26.5 2.9 67.9 2.1 

QUEEN'S UNIVERSITY 17,343,000 67.0 2 28.4 4.4 
WILLIAM MARSH RICE UNIVERSITY 95 , 843 , 670 15.3 3 43.4 40.3 
ROCHESTER INSTITUTE OF TECHNOLOGY 27,170,188 35.4 4 63.2 - 

RUTGERS UNIVERSITY 26,553,562 36.6 of 62.6 wl 

SMITH COLLEGE 38,583,268 38.1 2.0 56.0 3.9 
SWARTHMORE COLLEGE 29,354,037 17.3 1.6 76.6 4.5 
TRINITY COLLEGE 20,320,695 35.2 14 63.2 2 
TUFTS UNIVERSITY 22,575, 121 37.8 .6 48.1 10.0 
TULANE UNIVERSITY 49, 633,463 22.4 1.9 42.0 33.7 
UNION THEOLOGICAL SEMINARY 19,424,455 rr 9.8 48.8 - 

VANDERBILT UNIVERSITY 82,234,200 29.7 .8 51.2 18.3 
VASSAR COLLEGE 47,549,350 45.0 1.8 53.2 (b) 
WASHINGTON AND LEE UNIVERSITY 16,327,563 19.2 6.6 66.6 7.4 
WASHINGTON UNIVERSITY 99,491 ,827 19.6 .7 72.4 7.0 
WELLESLEY COLLEGE 68,040 , 704 34.4 4.2 61.4 - 

WILLIAMS COLLEGE 40,465 ,313 34.4 6.2 53.6 2.4 
YALE UNIVERSITY ° 352,539,327 28.1 3.8 59.5 6.9 


$3,686,021 ,433 


From Brevits 


*Balance of percentage to 100 represents miscellaneous investments. 
(a) Including investment in college plant if considered an income-producing part of the endowment 


account. 
(b) Less than 0.1%. 
(c) At July 31, 1961. 
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mentione.. the old objection of re- 
duced tax “take” pops up instead of an 
objective -udy of the prospects of great- 
er income {rom the spur to growth. 


Among -uch examples is the Herlong- 
Baker Bi'. now awaiting debate in 
Congress. which has been praised by 
competent observers as a_ sensible, 
measured approach to attainable relief. 


jt provides for gradual reduction in 
rates over a five year span for both 
individuals and business, with 47% the 
eventual top bracket. Furthermore, there 
is an escape clause which suspends rate 
reductions in case of dire emergency. 

If it were politically feasible to start 
from scratch and devise a tax bill which 
would raise approximately one third 
from individual incomes, one third 
from corporations and the balance from 
excises, estate taxes and miscellaneous 
sources, it would undeniably make a 
much sounder base than the present re- 
liance on income taxes for 80% or more 
of total revenues. 

In a recent survey of nearly 300 
corporate heads conducted by Dun’s 
Review, these executives were deeply 
concerned over future sources of in- 
come to support the cold war, which 
may go on for years. Raising income 
tax rates will achieve little and may 
even tend to retard business recovery. 





More than a third of the respondents 
favored a sales tax, a type of impost 
which has traditionally met with gen- 
eral antipathy both by the public and 
Congress. Nevertheless, if personal and 
corporate income rates have been 
squeezed about as far as they can be, 
and nearly everyone agrees that the 
point of diminishing returns has already 
been reached, then the sales tax would 
appear the best target for a substantial, 
dependable source which would fall on 
money spent rather than on earnings. 


w£ouritires LEAD COLLEGE 
ENDOWMENT INVESTMENTS 


The administrators of the 47 college 
and university endowment funds ana- 
lyzed in the accompanying list continue 
to rely upon common stocks, for the 
most part, as their principal investment 
medium, although adhering to the 
proven techniques of balanced investing. 
This compilation* is prepared each year 
by the Boston management firm of 
Vance, Sanders & Co., Inc. and ranges 
from the $6.3 million of Bates College 
to the massive portfolio of Harvard Uni- 
versity which totals almost $723 million, 
an increase of nearly $100 million since 
the year-earlier report date, in some de- 
gree due to its intensive endowment 


*See page 1028. 


campaign, no doubt. Total assets reach 
the sum of nearly $3.7 billion. 

In comparing the results of this com- 
pilation with the practically identical 
list of institutions one year earlier, there 
are no startling variations to be noted, 
although the arithmetic average of com- 
mon stocks held rose slightly from 
53.6% to 56.6% this year. 

As might be expected, the most popu- 
lar and median bracket of equity hold- 
ings is the 50%-60% area, in which 22 
institutions rank, while eight are in the 
40% -50% group and 13 between 60% - 
70%. Swarthmore tops the list with 
76.6%, followed by Washington Uni- 
versity at 72.4% and Lehigh (which 
led the parade last year at 76.4%) in 
third place with 71.1%. Low man on 
the totem pole, as it was last year. is 
Queens University at 28.4%. 

The breakdown of total assets remains 
identical with the previous year, with 
29 under $50 million, nine in the $50- 
$100 million zone and the: same number 
over $100 million. The equity positions 
in these professionally-managed endow- 
ments show seven increases and two de- 
clines in percentage during the past 
year but the changes are nominal with 
the exception of Princeton and Yale. 
which raised their stock positions, re- 
spectively, by 5.3% and 6.7%. 

















Extensive underwriting activities assure 


broad selection for bank investment 


A look at our record books will show the active role played by Halsey, Stuart in the 
underwriting and distribution of new issues of bonds, notes, debentures and equipment 
trust certificates. In the first six months of 1961, we purchased over 150 of such new 
issues, either as sole underwriter or as manager or co-manager of underwriting accounts. 
For the year 1960, the record showed 266 new issues totaling $2.2 billion—equivalent 
to one new $8,000,000 issue each working day of the year. 

It is this extensive marketing activity that makes possible the exceptional diversity 
of our current offering list. May we send you this list, without cost or obligation. 


HALSEY, STUART & CO. INC. 


123 SOUTH LASALLE STREET, CHICAGO 90 « 


AND OTHER PRINCIPAL CITIES 


35 WALL STREET, NEW YORK 5 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


C 


OMMON STOCKS NEWLY ADDED TO 
the portfolios of Common Trust 
Funds in the quarter ended September 


30th 


again 


substantially 
sell-outs from these Funds. The prepon- 
derance of new selections this quarter 


outnumbered 





was in the Industrial group. 
A total of 249 stocks (254 in the pre. 
(Continued on page 1036) 





“N” and “S” columns refer to number of Funds, reporting this quarter, that newly purchased or sold out that stock. ““H” column represents total number 


of Funds now holding that stock according to latest reports; 
asterisk denoting new additions. As not all Funds report quarterly changes to T&E, 


Drucs, Foops & Tosacco 


Abbott Laboratories 
Amer. Home Products 
Amer. Tobacco : 
Archer-Daniels-Midland 
Beatrice Foods 
*Beauty Counselors __. 
Bristol-Myers 

Campbell Soup 

Coca Cola 

General Foods - 
General Mills - 

Jewel Tea 

Kellogg 

Liggett & Myers 

Eli Lilly : 

McKesson & Robbins 
Mead, Johnson 

Merck 

National Biscuit - : 
National Dairy Products 


National Distillers & Chem. 


National Tea 
Parke, Davis 
Pepsi Cola - 

Chas. Pfizer 
Philip Morris - 
Pillsbury —..__.. 
Procter & Gamble - ier es 
R. J. Reynolds Tobacco - 
Schering __. 

ee ae 2. anes 
Smith, Kline & French - 
Standard Brands 
Sterling Drugs _ 
Sen: & Co... 
Thrifty Drug Stores __ 
United Biscuit - 
*U. S. Tobacco - 

Upjohn ; 

Warner- Lambert Pharm. 


FINANCIAL & INSURANCE 


*Amer. Nat. Ins. 
Bank of America _ 
Bankers Trust - 
C.1.T. Financial 
Commercial Credit 
Conn. Gen. Life Ins. __ 
Cont. Ill. Nat. Bk. & Tr. 
Continental Insurance -_. 
Eurofund oe 
Fireman’s Fund Ins. - 
First Nat. Bk., Atlanta 
First Nat. Bk., Boston 
First Nat. Bk., Dallas 
First Nat. Bk., Memphis 
First N. B. & T., Tulsa 
First Nat. City Bk., N.Y. 
Glens Falls Ins. 

General American ________. 
Hartford Fire Ins. : 
Insurance Co. of No. Amer. 
Manufacturers Hanover _. 
Morgan Guaranty Trust __ 
Nat. Old Line Ins. 

Pacific Finance - 

Phoenix Ins. _ i 
Republic Nat. Bk., . Dallas : 

*Security Life & Accident 
Southland Life Ins. ___. 
Southwestern Life Ins. 
Transamerica 
Travelers Ins. ___. 
Wells Fargo Bk. -Amer. Tr. 
Western Bank Corp. 


INDUSTRIAL 


ABC Vending -......... 
Air Reduction _.. 
Allied Chemical —...__________ 
Allis Chalmers 

Alpha Portland Cement - 
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Brake Shoe 
Can 
Cyanamid 
District Telegraph ss 
Hospital Supply 
Machine & Foundry - 

Amer. Optical 

Amer. Viscose 

Anchor Hocking Glass 

*Baldwin-Lima-Hamilton 
Bendix 
Borg-Warner 
Burroughs 
Cannon Mills 
Caterpillar Tractor 
Chain Belt 
Champion Paper & Fibre — 
Chicago Pneumatic Tool 
Columbian Carbon 

*Consolidated Rock Prod. 
Container 
Continental Can 
Corning Glass Works 
Crown Zellerbach 
Cutler-Hammer 
Diebold 
Dow Chemical 
Dresser Industries 
du Pont 
Eagle Picher 
Eastman Kodak 

*Emhart Mfg. 

*Ennis Business Forms 
Federal-Mogul-Bower 
Fibreboard Paper Prod. 
Firestone Tire & Rubber 
FMC 
Ford Motor , 

Gen. Amer. Transportation 
General Dynamics 
General Electric 
General Motors - 

General Portland Cement - 

General Refractories - 
Gillette ae 
Glidden 
B.. FF. Goodrich oe 
Goodyear Tire & Rubber : 
W. R. Grace 
Hercules Powder 
Hooker Chemical 
Ingersoll-Rand : 
International Bus. Mach. - 
International Harvester 
International Paper 
International Salt _ 
I.T.E. Circuit Breaker 
Johns-Manville 
Johnson Service 
Kimberly-Clark Re FSS 
Lehigh Portland Cement aoe 
Libbey-Owens-Ford Glass _.. 
Lily-Tulip Cup 
Link-Belt in 
McGraw Edison 
Marquette Cement 
Mead ee 
Minn. -Honeywell Regulator 


Amer. 
Amer. 
Amer. 
* Amer. 
* Amer. 
Amer. 


Missouri Portland Cement 
Monsanto Chemical __.... 
Moore Aa pre EOS 
Motorola ___.. 


Nat. Cash Register _ 
Nat. Gypsum pact 
New York Air Brake fer 
No. Amer. Aviation —.__. 
Os Miecster —____........ 
Outboard Marine ____._._. 
Owens-Illinois Glass __ 
Penn-Dixie Cement 
Philips Gloeilampen 
Pitney-Bowes —__.. : 
Pittsburgh Plate Glass ee 
Radio Corp. of Amer. __..-. 
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NS H 
Revlon SR ee 3 
*Rockwell SCR eee | 1 
Roum & Sees. F 5 
St. Regis Paper sie 1 16 
Scott Paper ere 
Sperry Rand 5 18 
4 20 
Standard Pressed Steel __. 1 5 
Stanley Works i 0 
Stauffer Chemical : 2 18 
Thompson Ramo- Wooldridge 2 it 
Trane eens 1 8 
Unilever ; 1 3 
United Bag-Camp Paper 1 33 
Union Carbide 1 207 
United Aircraft 1 8 
United Shoe Mach. om 6 
U. S. Gypsum oe f oF 
U.S. Pipe & Foundry . ie 6 
U. S. Plywood a 4 
Oe NN ce a 1 0 
Universal Match a 1 2 
Wagner Electric — 2 
Walter (Jim) — 1 0 
West Va. Pulp & Paper ee 19 
Westinghouse Elec. ~ & oe 
Whirlpool ae | 2 
WE ee =e 1 
Zenith Radio 1 3 
MERCHANDISING & 
MISscELLANEOUS 
Allied Stores 2 13 
Associated Dry Goods _. 1 5 
Atlantic Refining zi @ 
Bullocks 1 2 
Columbia Broadcasting 2 4 
Edison Bros. Stores a 3 
Federated Dept. Stores _.... 2 59 
First National Stores < 22 
Food Fair Stores. _____.____ 1 6 
Great Atlantic & Pac. Tea _ 2 4 
*Harcourt, Brace & World —.. 1 b 
*Harris Intertype Ae 1 
*Korvette 1 1 
S. S. Kresge 2 6 
Kroger EL R SATIN 38 1 & 
*Joseph Magnin eee het ee | 
May Dept. Stores ~2n i 
Montgomery Ward 6 34 
a. 2, emery 2 + 
de. ts I a 1 150 
*Prentice-Hall ae 2 
Safeway Stores _............ «= 44 
peer, Roemek 2 171 
a SE Ce earn 1 1 
Winn-Dixie Stores Peer as 2 6 
PETROLEUM, MINING 
& METALS 
Aluminium, Ltd. atc 1 19 
Aluminum Co. of “Amer. ee 
Amerada Petroleum —..... 1 13 
Amer. Smelt. & Ref. _* ae 
Bethlehem Steel -4 4 88 
Continental O27} 1 176 
Freeport Sulphur 1 9 
Cue Ce . % 95 
Halliburton _ 8 2 
International Nickel - eee 5 41 
Kennecott Copper _........... 1 1 126 
Minn. Mining & Mfg. 2 47 
National Lead _ es ee 
National Steel _ 2 65 
Peabody Coal 1 3 
Phelps Dodge 1 41 
Phillips Petroleum __.._. 2 163 
Pure Oil ig 15 
Republic Steel _ 23 
Reynolds Metals __..._--..____. 2 15 
Royal Dutch Petroleum ___ 2 18 
Sinclair Oil —_- 3 42 
Socony Mobil Oil _ 2178 





Standard Oil—California 
Standard Oil—Indiana 
Standard Oil—New Jersey _ 
Standard Oil—Ohio 
Sunray Mid-Continent Oil - 
Texaco 

U. S. Steel 


Pusuic UTILities 
Elec. Pwr. 

Amer. Nat. Gas 

Amer. Tel. & Tel. 
Baltimore Gas & Elec. 
Boston Edison 

Central & Southwest 
Cincinnati Gas & Elec. 
*Coastal States Gas Prod. 
Commonwealth Edison 
Community Public Service 
Consolidated Edison 
Consumers Power 
Delaware Pwr. & Lt. 
Detroit Edison 

Duke Pwr. 

Duquesne Lt. 

E] Paso Nat. Gas 

Florida Power 

General Public Utilities 
General Tel. & Electronics _ 
Hawaiian Electric 
Houston Ltng. & Pwr. 
ieee Tewer 
Iowa-Illinois Gas & Elec. - 
Kansas City Pwr. & Lt. 
Laclede Gas 

Lone Star Gas 

Long Island Lighting 
Middle South Utilities 
National Fuel Gas 

New England Elec. System 
*New Eng. Gas & Elec. Assn. 
Niagara Mohawk Pwr. 
Northern Ind. Pub. Serv. 
Northern Nat. Gas 
Northern States Pwr. 
Ohio Edison 

Oklahoma Gas & Elec. 
Oklahoma Nat. Gas 
Pacific Gas & Elec. 
Pacific Lighting - 
Philadelphia Electric 
Public Service Elec. & Gas - 
Public Service—Colorado 
Public Service—Indiana 
Puget Sound Pwr. & Lt. 
South Carolina El. & Gas 
Southern Co. 

So. California Edison 
Southwestern Pub. Serv. 
Telephone Service—Ohio 
Texas Utilities 

Tucson Gas El. Lt. & Pwr. -. 
Union Electric (Mo.) 
Virginia Elec. & Pwr. 
Western Union Tel. 
Wisconsin Elec. Pwr. .- 


Amer. 


TRANSPORTATION 


Chesapeake & Ohio —__........ 
Denver & Rio Grande West. 
Eastern Airlines 

Great Northern ___.. , 
Louisville & Nashville _... 
N.Y. Chic. & St. Louis - 
Norfolk & Western - 
Northern Pacifie —_-... 
Panhandle East. Pipe Line .. 
Seaboard Airline —__-_..... 
Southern Pacific Rwy. - 
Southern Rwy. __....-.--- 
Tennessee Gas Trans. -...-- 
lon Tacs 
Union Tank Car —_........ 
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1960 year-end figure (T&E, April 1961, p. 318) adjusted for subsequently reported changes, 
the “‘H” column figures are necessarily incomplete. 
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A corner of the new Cities Service petrochemical plant at Lake Charles, La. 


Cities Service on the move 


ee 


* 


Even without visible motion—action! The shining imagination can complete the list. To make the 
towers and conduits of this new orthoxylene plant best possible use of this abundance through an ever- 
symbolize Cities Service progress in the expanding increasing flow of new and better petrochemical 
field of petrochemicals. products—Cities Service is on the move! 

Chemists know that petroleum is a great store- 
house, laden with materials vital to today’s industry 


—resins, plastics, dyes, pharmaceuticals—only the CITIES (Q) SERVICE 


November 1961] 
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je TRUST OFFICER ASSESSING PRES- 
ent and prospective trends faces a 
The practical question is 
whether, in handling other people’s 
money, his obligation ends in under- 
taking to forecast the future. If he fore- 
sees a hurricane, he gets only limited 
benefits in putting his faith in the 
sturdiest trees. The non-passive partici- 
pant may aspire to development of 
scientific procedures which will alleviate 
the intensity of tropical storms. 

In the realm of economics, it may 
not be enough, in face of a profit 
squeeze, to seek exemption from the 
process by buying securities of new and 
exceptionally fast growing companies. 
A real sense of responsibility calls for 
insistence on policies and procedures 
which make for economic health in- 
stead of mere defeatist adjustment to 
the raging of economic maladies based 
on circulation of fallacies and preju- 
dices. 

Men in leadership posts in finance 
have an obligation to make clear to 
others that, under the competitive sys- 
tem, profit-making has a positive social 
value. The return to investors for their 
forbearance, on the one hand, and will- 
ingness to assume risks, on the other, 
is a creative force, which makes an im- 
portant contribution to lifting standards 
of material wellbeing for multitudes of 
people. 

Before demagogues in public office and 
in private, numerically large pressure 
groups were able to cause the “profit 
squeeze” on net income, they had to go 
through a preliminary phase of soften- 
ing up the public. The New Deal, af- 
fected by the ideological semantics of 
Marx, went part of the way by making 
profit a “dirty word.” FDR straddled 
the issue by indicating that he was for 
“reasonable” profits. The adjective is 
inconsistent with the philosophy of a 
private enterprise system where the size 
of profits is determined in competition. 
With uniform prices, the biggest margin 
is made by the low cost producer. 


dilemma. 
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Even if the profit margin of the most 
efficient producer seems “unreasonably” 
larger than that of the marginal pro- 
ducer, the return to the former is not 
necessarily open to criticism. The effec- 
tive producer is in position to give his 
workers more and better things in ex- 
change for a week’s work, while setting 
the pace in undertaking to offer cus- 
tomers more for less. On the other hand, 
the marginal businessman, who just 
manages to hang on, dissipates costs in 
wasteful and obsolete techniques. 

Reasonable or unreasonable, there 
should be in a healthy growing national 
economy sufficient profit to attract cap- 
ital to a given industry in competition 
with all others seeking the favor of 
capitalists. With as high as 7% unem- 
ployed during an expanding phase of 
the business cycle, it is obviously neces- 
sary to find opportunities in new serv- 
ices and the making of new comfort 
goods for those released by technological 
change. Innovation depends on an eco- 
nomic climate of rewards and incen- 
tives, which warrant venturesomeness in 
creative research and new product ex- 
ploration. Such impetus for growth ob- 
viously is not engendered by “profitless 
prosperity.” 

To bring this discussion within the 
context of the immediate, it is evident 
that the Kennedy Administration is 
eager to woo business and finance and 
dispel any fear that it is “anti-business.” 
Obviously the smoke, to which political 
attention is directed, stemmed from the 
President’s suggestion to the steel in- 
dustry to absorb higher labor costs in- 
stead of reflecting them in higher selling 
prices, from anti-trust maneuvers, from 
deficit spending with a budgetary im- 
balance admitted of $634 billion in the 
current fiscal year, and by the closeness 
of the Administration to labor unions. 

David Lawrence, seeking to pinpoint 
the nature of the national problem, re- 
cently wrote in his column 


“First of all, business men are be- 
ing told by statisticians that corporate 


PROFITS — KEYSTONE OF AMERICAN ECONOMY 


profits in the early part of next yeay 

will be unprecedentedly large and yet 

that, in the second half, there may be 

a downturn. Why . . .? The simp 

answer is that the whole economy js 

suffering from irresponsible actions 
by economic groups . . . What is gen. 
erally overlooked is cost stability.” 

This is caused by the tendency of 
those representing segments of society 
to look narrowly at their own immediate 
advantages without regard to conse. 
quences on the totality situation. Since 
in the long run the 500,000 steel workers 
have the greatest stake in keeping the 
U.S. steel industry competitive in world 
markets, the time has come for replac. 
ing primitive, hit and run collective 
bargaining with a more mature type of 
collective consultation between the union 
and management on economic policy- 
making. It causes maladjustments for 
those with power to seek to confiscate al 
benefits of technological change and im- 
provement. 

With the best of good will, former 
President Eisenhower proposed that in- 
crements in labor costs be kept within 
increases of productivity. While such a 
proposal could be defined as a ceiling. 
it is destructive to give the impression 
that only the direct employees are et- 
titled to share in the benefits of eco- 
nomic progress. Usually gains in output 
stem not from an increase in the mus¢k 
power of human workers but from 
better capital goods — machine took 
and other facilities provided out of sav 
ings of investors. In order to keep the 
process going, it is obviously necessaly 
to share rewards with those who pre 
vide the financial wherewithal. Likewis, 
objective management, exercising alt 
lytical judgment, should allocate some 
of the benefits to the customer in form 
of price concessions which _ stimulate 
merchandising through offering mor 
for less. 

Statistical semantics tend to confus 
this basic issue. Improvement in produt 
tivity is measured by “output per mal 
hour” but that test would have beet 
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applicable only in an earlier handicraft 
economy. In these days of automation 
and inter'~e mechanization, the realistic 
test is output “per man-tool hour.” 
The problem of putting the interests 
of parts of society above those of the 
whole should not be approached in the 
spirit of class conflict. Thus, the placing 
of excessiv-ly high price tags on goods 
could be fatal to optimum national eco- 
nomic growth, The professional man- 
agement function of pricing should be 
approached in an objective and scien- 
tific spirit. not only to assure from the 
customer a return of all costs, including 
cost of capital, but to set a level of 
costs, and hence prices, which the cus- 
tomer will approve. The customer votes 
afirmatively when he places an order 
on such policy decisions which conform 
to his ability and willingness to buy. 
The art of pricing is frustrated when 
arbitrarily high tags cause buyer re- 
sistance. 
The trust officer as an economic 
analyst can do more than merely adjust 
his clients’ affairs to prevailing economic 
malady. He can use his leadership to 
serve as a social interpreter and to make 
known to others conditions and circum- 
stances conducive to a flourishing na- 
tional economy. 

The economic analyst is hardly sub- 
ject to the pressures and conflict of the 
politician, who sometimes seeks mutual- 
ly exclusive objectives. Certainly Presi- 
dent Kennedy, with his emphasis on the 
desirability of stepping up the tempo of 
economic growth, does not want to frus- 
trate himself by creating doubts and 
hesitation in the minds of business ex- 
ecutives. Yet in the 1960 campaign Mr. 
Kennedy worked closely with labor un- 
ion executives. In such a dilemma, polit- 
ical leadership faces the difficult task of 
talking realities even to close allies. 


Realism Needed Overseas 


The new zest for winning favor in 
economically underdeveloped countries, 
including Latin America, is a reminder 
that since World War II there has been 
a dilettante apprach to financing foreign 
projects. 

If more practical progress is to be 
made, the philosophy of the banker 
should be mobilized. The late H. Parker 
Willis, first secretary of the Federal Re- 
serve System, defined credit as “a recog- 
nition of value.” Thus, the competent 
moneylender is not motivated by pre- 
judices and predilections but by his 
appraisal of the capacity and potential- 
ity of the borrower. He wants to know 
how, when and why the borrower will 
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Such committee shall, at least once during each period of twelve © 
P months, review all the assets held in or for each fiduciary account to 
’ determine their safety and current value and the advisability of retain- 
' ing or disposing of them; and a report of all such reviews, together 
with the action taken as a result thereof, shall be noted in the minutes 

of the trust investment committee. : ; 

























HERE’S THE TIME-SAVING, WORK-SAVING, 
MONEY-SAVING ANSWER TO APPRAISING 
TRUST ACCOUNT ASSETS FOR REVIEW 
‘IN COMPLIANCE WITH REGULATION F 






Write for details... STUDLEY, SHUPERT APPRAISALS, Inc. 
1617 Pennsylvania Bivd., Phila. 3 


165 Berkeley St., Boston 16 
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In a competitive world, capital is al- 
ways seeking optimum opportunity. If 
lenders, in their self interest, have 
avoided putting funds in certain foreign 
areas, it is rewarding to probe the 
reasoning. In the first place, if socializa- 
tion and confiscation are in prospect, 
the opportunity is not inviting. Second- 
ly, advance of capital is not promising 
where economic organization is so prim- 
itive as to negate the likelihood of 
generating surplus funds in the future. 
Thirdly, the nature of capital goods 
provided must be in balance with the 
know-how and ability of native people 
to learn. 

Whether capital is provided by indi- 
vidual lenders or by government, the 
aid that the United States, with 6% of 
the world’s population, can give is 
negligible except as a catalyst to ac- 
celerate foreign economic development 
based on self help and a practical de- 
velopment program. 

The poet, Robert Browning, remarked 
that it is better to aim high and fail 
than to aim low and succeed but the 
do-gooders in the West have been carry- 
ing the principle to absurd excesses. The 
time has come to relate expectations to 
attainable proportions. This means that 
primitive national economies in Africa, 





Asia and even in parts of Latin America 
can’t bypass 150 years of industrial 
revolution and overnight catch up with 
United States living standards. 

The outflow of capital to alien lands 
will be more productive if plans are 
trimmed to size. Maybe picks and 
shovels should be provided before high- 
ly automated machine tools. 

In commenting on the promise of the 
United States to make available to Latin 
America at least a major part of $20 
billion over the next ten years. Stanley 
H. Ruttenberg, labor economist and di- 
rector of research of the AFL-CIO, has 
undertaken to delineate internal policy 
changes needed in foreign. countries 
seeking help. “Each country,” he writes 
in the Federationist, “is supposed to cre- 
ate a long-run economic and social de- 
velopment plan, setting forth goals and 
objectives. Such a plan is to deal with 
the use of internal resources to develop 
many social improvements and to call 
on external funds fer specific develop- 
ments. This would also require tax re- 
forms and allocations of resources for 
their improvement. These plans would 
be designed to reach a minimum 2.5° 
per capita growth rate, improved agri- 
cultural productivity and agrarian re- 
form. They would describe the degree 





corporate cash 


can now earn 43 


0 


’.. Insured up to 


110,000 


am one account name...with one-check convenience 


A new plan to handle excess corporate funds now makes it possible for non-productive 
cash balances to become important sources of income. This opportunity is offered by 
Financial Federation, a group of 11 insured savings and loan associations located 
throughout California. % Because accounts are insured to $10,000 at each association by 
the Federal Savings and Loan Insurance Corporation, as much as $110,000 can be insured 
in one account name...earn 4%% (current minimum annual rate). Make one check to 
Financial Federation for placing with its affiliated associations, or make checks payable 
to associations in amounts you wish and mail in one envelope to Financial Federation. 
Funds received by the 10th of any month earn from the lst. % For more detailed 
information, write for Financial Federation’s new Savings/Investment Portfolio. 


Atlantic Savings, Los Angeles *Coachella Valley Savings, Palm Springs» Community Savings, Comptone 
La Ballona Savings, Culver City » Lassen Savings, Chico * Midvalley Savings, Marysville « Palomar 
Savings, Escondido « Prudential Savings, San Gabriel * Sequoia Savings, Fresno « Sierra Savings, 
San Bernardino « Silver Gate Savings, San Diego. All associations are members of Federal Home 
Loan Bank System with accounts insured by Federal Savings and Loan Insurance Corporation. 
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Combined Assets over $400 Million 


FINANCIAL FEDERATION, INC. 
DEPT. 2004, 615 SOUTH FLOWER AT WILSHIRE BOULEVARD, LOS ANGELES 17,CALIF. 





of industrialization proposed and the 
funds needed for that, the plans for jn. 
provement of power, transportation and 
facilities to attract private investment” 

So far so good, but the discussion jg 
couched too much in bombast and Vague 
generalization. Visible progress depends 
on practical action and blunt talk. [f 
per capita income in Latin American 
countries is but $300 a year, only one 
seventh of that in the United States anj 
one third of the per capita income jn 
Western Europe, then it is clear that 
much more is involved than an jp. 
equitable system of distribution of 
wealth. The realities have up to now 
been beclouded by sophistries to the ef. 
fect that these countries consist unduly 
of the extremely wealih and the poor, 
The generalization may indeed be true, 
but the basic cause of poverty in such 
lands inheres in low productivity. 

If we are to help our neighbors 
through true talk instead of loose propa. 
ganda, then we should teach them the 
process by which American pioneers 
converted a wilderness into an advanced 
civilization. In addition to the tech- 
niques, we should not overlook the crea- 
tive value of incentives and rewards. 
The famine in Communist China is not 
unrelated to Marxist theories which be- 
little recognition for extra effort. In dis- 
cussions with underdeveloped nations, 
we tend to overemphasize ability (tech- 
nical knowledge) and to undervalue the 
impact of willingness to increase out- 
put through additional effort. 

If Orientals prefer a life of resignation 
to a regimen of rising material well 
being, that is their privilege. However, 
when, if and as, foreign peoples ask 
for assistance, then it behooves us to 
state the entire success recipe. The 
formula consists of more than better 
machines and increased use of mechani 
cal energy; it also involves a constitu 
tional setup and a process of rewards 
and incentives. 

If we shrink from the tough role of 
telling foreign peoples the whole truth, 
we build into assistance plans the seeds 
of frustration and disappointment. There 
is a monumental intellectual error in 
thinking that, if we explain the opera 
tion of an enterprise system based on 
individual free choice, we are merely 
propagandizing to others to rebuild 
themselves in our image. To the extent 
that may be true, it is only an incident. 
The important point is to make known 
to foreign countries the benefits which 
we have achieved under the American 
system which fosters the spirit of 
science, invention and engineering, and 
which supplements material advances 
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with sigoificant spiritual benefits in 
terms of individual freedom. We must 
have the andor to recognize that if we 
leave a ‘asic ingredient out of the 
recipe, then it is futile to expect to bake 
an American cake. 

The prevailing idiocy is the notion 
that someliow slavery in primitive coun- 
tries on the Marxian blueprint will be 
more productive than the American pat- 
tern of freedom. History fails to sustain 
such a fallacious assumption. Certainly 
Americans would be happier and more 
secure in a world where others gain 
from following operating procedures 
which have been tested and found tre- 
mendously rewarding. Such positive 
thinking would, as a byproduct, answer 
the psychological needs of our own 
young people for idealism. 


Venturesome Capital 


On the domestic scene, the old saw 
about the inability of meritorious new- 
comers in untried industries to get ven- 
ture capital is no longer accurate. The 
popular craze for “wonder” stocks in 
electronics, photographic. and scientific 
fields for a time put a premium on 
unseasoning. Disapproval in high places 
last spring of such new style watering 
of stocks by outsiders chilled the market 
for new issues for a time. Recently there 
has been a resurgence of popular ex- 
citement in such issues, even though 
buyers have tended to be more selective. 
The recent new issue boom has favored 
discount merchandising, publishing, cos- 
metics and toys, while other types have 
been in relative disfavor. 

The Small Business Investment Com- 
pany, hot stuff earlier, has begun to 
cool off. Recently there has been realiza- 
tion that it takes management skill to 
do well with an SBIC even if subsidy 
funds are furnished by Federal instru- 
mentalities. In 1958 Congress gave an 
additional $200 million in lending 
authority to the Small Business Admin- 
istration, and put it on a more perma- 
nent basis. The Congress thus author- 
ized the SBA to license and help finance 
these investment companies. 

However, until the last change of ad- 
ministration, activity was limited. In 
the first six months of 1961, SBA made 
loans totalling $132 million, against $85 
million in the first half of 1960. By July 
and August loan approvals were aver- 
aging $1 million a day or more than 
double the rate a year ago. This more 
liberal policy was accompanied by a 
big increase in the launching of SBICs. 
Of the 400 or thereabouts SBIC’s, with 
tesources of a quarter-billion dollars, 


about half have been launched in 1961. 
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NATIONAL 
DISTILLERS 


and 


CHEMICAL 
CORPORATION 


The Company with 
the Five Industry Future 


DIVIDEND NOTICE 


The Board of Directors has declared 
a quarterly dividend of 30¢ per share 
on the tstanding C 

payable on December 1, 1961, to 
stockholders of record on November 
10, 1961. The transfer books will not 
close. 





PAUL C. JAMESON 


October 26, 1961. Treasurer 
LIQUORS « CHEMICALS 
PLASTICS ¢ FERTILIZERS 


METALS 








BATTERIES, INC. 
Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 
plus motive specialties. 


A REGULAR 
QUARTERLY DIVIDEND 


of 30c per share on Common 
Stock, was declared by the 
Board of Directors on Oct. 
10, 1961 payable Dec. 15, 
1961 to stockholders of rec- 
ord on Dec. 1, 1961. 


This is our 120th Common 
Dividend. 


A. H. DAGGETT 
Chairman 





ST. PAUL 1, MINNESOTA 























PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a fourth-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Decem- 
ber 8, 1961 to stockholders of rec- 
ord November 17, 1961, making 
total dividends declared for 1961 
of Three Dollars ($3.00) per 
$12.50 par value share. 


M. W. URQUHART, 
Treasurer. 
November 1, 1961. 





INDUSTRIES 


INCORPORATED 


ACF 





Common Dividend No. 168 


A dividend of 62'2¢ per 
sare on the common 
stock of this Corporation 
has been declared payable 
December 15, 1961, to 
stockho!ders of record at 
close of business Novem- 
ber 30, 1961. 





C. ALLAN FEE, 
Vice President and Secretary 


November 3, 1961 























TEXAS | 
GAS 


DIVIDEND 
NOTICE 


COMMON DIVIDEND 
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| 

Regular quarterl 

| the Company's 
December 15, 

| record November 29, 1961. 
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The Board of Directors has this day 
declared the following dividends: 


PREFERRED DIVIDENDS 
Payable January 1, 1962, to stockholders 
of record December 15, 1961: 
4.96% Preferred Stock—Regular Quar- 
5.40% Preferred Stock—Regular Quar- 


5.25% Second Preferred Stock, Con- 


November 10, 1961 
TEXAS GAS 


THE BIG RIVER REGION 


terly Dividend of $1.24 
terly Dividend of $1.35 


vertible Regular Quarterly 
Dividend of $1.3125 


dividend of 37% cents on 
ommon Stock, payable on 
1961, to stockholders of 


E. O. Stoothoff 
Secretary 


TRANSMISSION 
CORPORATION 
Owensboro, Kentucky —— 
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An SBIC can be started with a private 
investment of $150,000 and the SBA will 
add a similar amount in the form of 
5‘ debentures. The management is also 
able to borrow a sum equal to half the 
paid in funds. or another $150,000, from 
the SBA on a five year, 5% loan. In 
addition to the elasticity which stretches 
the private investment manyfold, the 
SBIC also has tax advantages, with divi- 
dends tax free and losses, both long and 
short term, deductible from ordinary in- 
come. These benefits are extended to 
stockholders in publicly held companies. 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 
Common Stock Dividend No. 91 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 14, 1961 to 
stockholders of record at the 
close of business on Novem- 
ber 30, 1961. 

W. S. TARVER, 
Secretary 
Dated: October 28, 1961. = 


























COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on October 12, 1961, 
declared a regular quarterly divi- 
dend of twenty-five and one-half 
cents (251% c) per share on the Cor- 
poration’s Common Stock. This 
dividend is payable November 30, 
1961, to stockholders of record 
October 31, 1961. 


LEROY J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 


The subsidized benefits are supposed 
to be passed along to borrowers in 5% 
interest charges in most areas, with a 
4°% rate in so-called depressed areas. 
The differentially lower rate in depressed 
areas, where presumably the degree of 
risk is higher, is the antithesis of eco- 
nomic wisdom. In addition, these sub- 
sidized lenders provide unfair competi- 
tion in interest rates to unsubsidized 
bona fide lending institutions. 

The demand for restrictions on these 
new lenders and for more rigid stand- 
ards has temporarily checked specula- 
tive excitement. Early earnings reports 
indicate the need for quality manage- 
ment, and the new mood is, as Barron’s 
observes: “On Wall Street, where fash- 
ions change as swiftly and as ruthlessly 
as on Seventh Avenue, the SBIC is 
plainly out of vogue.” 


Time for Tax Reform 


One of the negative factors in this 
time of expansion in jobs and business 
volume is the cliché that there can be 
no near-term tax reductions. This dan- 
gerous thinking gives power and prestige 
to wasters in government. 

If the intransigeance of Khrushchev 
is raising the bill for military weapons, 
then it would be statesmanlike to com- 
pensate by a rigorous program of off- 
setting economy in non-defense expendi- 





1 CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of fifty-three cents (53¢) 
per share on the Common Stock has 
been declared, payable December 11, 
1961, to stockholders of record at the 
close of business November 20, 1961. 


Quarterly dividends on the 4%, 4.25%, 
4.92% and 5.16% Cumulative Pre- 
ferred Stocks have been declared, pay- 
able December 30, 1961, to stockhold- 
ers of record at the close of business 
December 18, 1961. 


C. C. Bredehoft, Treasurer 
November 7, 1961 














TENNESSEE GAS 


TRANSMISSION COMPANY 
HOUSTON, TEXAS 














DIVIDEND 
NO. 57 








The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable December 
12, 1961, to stockholders of record on 
November 17, 1961. 


H. F. ABY, Secretary 











tures. The cold war crisis creates a jee 
for eliminating economic waste in goy. 
ernment by postponing expansion 9 
vote-catching social innovations, 

Representative Wilbur Mills, of 4). 
kansas, chairman of the House Way 
and Means Committee, is fortunately jy 
a post where he can stimulate the ecop. 
omy through revision of the hodge 
podge federal tax structure. 

Tax reform should be oriented to way; 
and means of promoting  economi 
growth through incentives and rewards 
One essential is to liberalize depreciatio, 
policy and thus encourage investment 
in improved capital goods if we are to 
compete with countries with lower labor 
costs. 

This concept is embodied in the 
Herlong-Baker bill, which would under. 
take to get revenues out of encourage. 
ment rather than punitive powers. The 
bill proposes a mechanism for stepping 
up capital investment over a five year 
period to reduce corporate and indi 
vidual income tax rates, setting an ulti 
mate ceiling of 47%. The goal is not a 
unattainable as it might seem. About 
84% of the total yield from the per. 
sonal income tax stems from the basic 
20% rate. By reducing rates, Congres 
would put the cost sheet of American 
companies in a better global competitive 
position. It would be helpful if citizens 
would write Senators and Congressmen 
to avoid falling into the booby trap of 
frozen thinking concerning the allege 
immutability of tax methods. 

A A A 
EQUITY CHANGES 
(Continued from page 1030) 


vious quarter) were newly purchased 
by one or more of the Funds and 13) 
(134 in the previous quarter) were sold 
out. The effect of this activity upon the 
1960 year end list of Common Tri 
Fund holdings (T.&E. April 1961 
318) was to add 20 companies aul 
eliminate 11. The trustees of Commo 
Trust Funds often do not agree as \0 
what stocks are desirable holdings fo 
their respective Funds. Many issues were 
purchased by some and sold out by 
others of the managers of the 280 Funés 
reporting. Changes are often dictated bi 
the particular circumstances of a Fund 
portfolio — such as the desire to alt 
the balance among various types “ 
companies. 

Companies which showed the large! 
net gain in the number of Funds holt 
ing their common stock were: Nation#! 
Lead (7). Chas. Pfizer (7), Caterpill 
Tractor (6), Ford Motor (6), America! 
Tel. & Tel. (6) and Gulf Oil (6). 
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What would you charge ior a 
new metal that’s three times stronger than carbon 
steel? United States Steel developed just such a 
metal, ‘“‘T-1’’ Steel, and though it’s three times 
stronger, it costs only about 2'4 times more. So, 
designers can frequently use one ton of “T-1”’ 
to do the work of three tons of carbon steel—at 
less cost. For example, on California’s new Car- 
quinez Strait Bridge, ‘‘T-1’’ saved $800,000 in 
the total cost of steel. 

Is United States Steel reducing its own poten- 


NOVEMBER 1961 


tial income with this new steel that performs 
better at less cost? No, because the money saved 
by ‘‘T-1"’ in one application will be invested else- 
where—in another new bridge, in more machin- 
ery, in more farm equipment—continuing the 
growth of America’s economy. This is why United 
States Steel believes that the value of a material 
is determined by its performance... and why the 
development of stronger, better performing steels 
is essential to the growth of a stronger America. 


America grows with steel. 
USS and “‘T-1"’ are registered trademarks 


United States Steel 
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F ALL BASIC BUSINESSES IN THE 


United States, none, perhaps, is so 
important to national growth as the en- 
ergy industries. In the future men may 
talk of the “energy revolution” rather 
than the Industrial Revolution as the 
significant turning point in human af- 
fairs and it is reasonably certain that 
the past decade will be referred to as 
the period in which man first came into 
control of his economic environment 
through the forces of mechanical, chem- 
ical and nuclear energy. 

Therefore, the progress, problems and 
future of our various energy industries 
are of more than ordinary concern, not 
just in terms of the national economy 
and investment capital, but as a matter 
of national survival. 

Even theoretical economists agree that 
there is a direct connection between the 
energy available to and consumed by a 
nation and that nation’s world standing. 
Moreover, next to gold, energy might be 
called the world’s most universal cur- 
rency; its values are supra-national and 
will grow more so as nuclear and other 
“portable” sources of energy become 
more common. It is this universality that 
has made the national and international 
market for energy one of the most vela- 
tile of any commodity. 

The volatility of this market is of 
special importance to the United States 
because our nation’s present industrial 
supremacy depends not only on our 
good fortune in having exceptional en- 
ergy fuel resources but also on the rela- 
tively free economic atmosphere which 
has led to their efficient development. In 
no other nation is the production cf 
coal, petroleum or natural gas so effi- 
cient in use of capital or man hours. 
Nowhere else is free research into more 
exotic energy sources — the atom, elec- 
tro-chemistry, or the sun — more in- 
tensively pursued. 


Yet this free market economy creates . 


pressures which keep the energy indus- 
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ON THE ENERGY FRONT .. . 


ROBERT RESOR 


Vice President in Charge of Nuclear Energy Division, Bozell & Jacobs, Inc. 


FIERCE COMPETITION REIGNS IN VOLATILE 
ENERGY MARKET 





tries in a state of ferment and which 
have, on occasion, caused demands 
for government interference. From the 
standpoint of the investing public, the 
growth of energy companies has been 
most rewarding. However, at the same 
time, failure to spot trends in this most 
volatile of businesses has been severely 
penalized. 

As late as 1930, the anthracite pro- 
ducers considered their domestic heating 
market secure. In 1940, few bituminous 
coal producers would have been willing 
to concede that ten years later the coal- 
burning railroads of the nation would 
be Dieselized. In 1950, no major oil com- 
pany would have said that by 1960 na- 
tural gas would be outselling oil in the 
same home heating market it had 
just wrested from coal. And now elec- 
tricity, a manufactured form of energy, 
is seeking its share of the heating busi- 
ness. 

Coming along behind are the new en- 





ENERGY -SOURCES OF SUPPLY 
Actual and Projected 


Trillion BTU 
70,000 


Ratio Chart 
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Competitive relationships among fuels in 

growing energy market are shown in this 

chart prepared by Texas Eastern Transmis- 
sion Corporation. 











ergy sources: nuclear fission, solar ep. 
ergy, thermo-electric and thermionic 
power, magnetohydrodynamics, fue] 
cells and potentially, nuclear fusion, 
Only waterpower, among energy 
sources, appears destined to a relatively 
stable future, simply because the number 
of available waterpower sites is limited, 


Cause and Effect 


The competitive relationships among 
these sources of energy are fluid and 
complex. In fact, it is this rapidly shift- 
ing competitive base which yields the 
title for this article. Basic elements of 
energy competition are price and utiliza. 
tion. An example of the latter is the 
violent swings in demand for petroleum 
products that have taken place due to 
technological changes in just two oil- 
consuming devices: the airplane and the 
automobile. 

In 1950, all except military aircraft 
were propeller-driven and most required 
aviation gasoline in excess of 120 
octane. Today the balance is swinging 
to jets which use a combination of kero- 
sine and lower grades of gasoline. Avia- 
tion gas sales in 1952 totalled 61,997,000 
barrels. In 1960, consumption was 59; 
789,000 barrels. Meanwhile consump- 
tion of jet fuel has increased from 
20,126,000 barrels per year in 1952 to 
132,289,00 in 1960, or more than double 
the use of aviation gasoline. 

However, while this violent change 
in energy use has been taking place in 
one area, an offsetting development has 
occurred in the automotive fuel market. 
The number of high compression cars 
requiring fuel of approximate aviation 
grade has increased. Yet this may not 
be a long term trend. Detroit’s compeli- 
tive step to meet foreign competition 
with compact, lower-compression cars 
has provided still another consumption 
factor that affects the growth and qual- 
ity of gasoline demand. New types of 
internal combustion engines — such as 
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the free-piston engine — are under de- 
velopment. In addition, jet-fueled and 
diesel-fuel:<i passenger vehicles have 
heen in the development stage for some 
time. Use of LP-Gas for trucks, buses 
and taxis is still increasing. Electric 
battery-powered cars offer potential long 
term competition, and the fuel cell is 
being adapted by car makers to auto- 
motive use. 

Implicit in all these rapid shifts in 
the utilization of energy is the second 
major element: price. The economics of 
the fuels industries are so closely inter- 
related that they offer almost a textbook 
example of a free economic system in 
action. The “wholesale” market for en- 
ergy is so sensitive that the sale of a 
few “distress” cargoes of oil at cut rate 
prices in New York harbor has been 
known to disturb the world tanker mar- 
ket in the Gulf of Mexico. Yet, surpris- 
ingly, there is no formal market mechan- 
ism for energy, no exchanges for this 
commodity. 


Market Pricing Mechanisms 


Over the years, various informal but 
effective market practices have been de- 
veloped. In the petroleum industry the 
exchange of information over the tele- 
phone among buyers, sellers and brokers 
constitutes the “marketplace.” Oil prod- 
ucts sold under long range contracts are 
sometimes priced in accordance with 
“published prices on date of shipment.” 
This is the petroleum version of a com- 
modity “future.” 

A similar mechanism has existed in 
the natural gas industry for determining 
producers’ prices. Until natural gas pro- 
ducers were brought under Federal 
Power Commission control by the 1954. 
Supreme Court decision in the “Phillips 
Case,” this commodity was freely bar- 
gained for at arms length by pipeline 
companies. Because natural gas is nor- 
mally sold under long term contracts, 
flexibility of the marketplace was 
achieved by so called “indefinite pricing 
clauses.” These provided for increases 
in contract prices whenever certain new 
conditions arose, such as the sale of 
new gas from the same field or area 
at a higher price to the contracting pipe- 
line or another pipeline. Recently, the 
FPC has moved to “outlaw” such clauses 
and force their replacement by clauses 
specifying definite price changes at 
specified time intervals. It is difficult to 
predict the ultimate effect of this policy, 
but one immediate result will probably 
be to reduce the flexibility of the market 
mechanism for natural gas. This will 
force buyers and sellers to anticipate 
future trends with greater accuracy. 
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Continuing mechanical progress in strip mining makes coal a strong competitor for the 





industrial energy market. 





The coal industry has a responsive 
market mechanism similar to that for 
petroleum. Mine prices are posted by 
operators and move up and down as 
competitive conditions change. Even 
when posted prices remain unchanged, 
“soft” market conditions are reflected 
by sellers’ discounts and a tight market 
brings forth buyers’ offers of premiums. 
The latter condition, however, has not 
happened recently in either the coal or 
oil industries. 

At the present time, the relative in- 
flexibility of the regulated natural gas 
pricing mechanism does not handicap 
gas in the competitive energy market- 
place. Unsatisfied demand from domes- 
tic and commercial consumers for this 
fuel exerts an upward pressure on prices. 
This serves to obscure the fact that in 


the interstate pipeline market for gas 
there is, as yet, no responsive method 
for lowering prices to meet competition 
from other forms of energy. Escalation 
clauses in producer contracts with gas 
pipelines work only one way: up. “Price 
redetermination” clauses may be in- 
voked only at intervals of years. Pipe- 
lines cannot reduce their prices to dis- 
tributor utilities unless they themselves 
have the means to reduce gas costs. As 
the industry is currently constituted this 
means that, if a “soft” market for gas 
should develop, the only immediate price 
response would be in the offering prices 
for new contract supplies of natural gas 
in the field. 

Nevertheless, the history of America’s 
energy industries is such that there is 
little question that natural gas will de- 
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velop, under stress, the market mechan- 
isms required to provide price flexibility 
to meet changing conditions. It can be 
properly said that the greater matter for 
public concern is not that the free mar- 
ket for energy in this country is too 
volatile, but that unwarranted govern- 
ment control of the energy market may 
interfere with the energy industries’ 
proven ability to adapt themselves to 
changing technology and consumer de- 
mands. 


New Horizons Through Research 


Two examples of this technological 
change have appeared recently in the 
natural gas industry. One is the use of 
gas turbines to provide on-site electric 
power, heating, air conditioning, and 
by-product heat for other utility pur- 
poses. This development is being 
adopted for large commercial installa- 
tions such as shopping centers. A second 
innovation is the use of gas to provide 
central heating and cooling for an en- 
tire urban center. The Hartford Gas 
Company will provide these services 
from a central plant to all buildings in 
the city’s new central redevelopment 
area. 


Both these developments promise to 
create large new markets for gas. In 








New uses for gas as energy will feature gas industry’s 1964 New York World’s Fair exhibit, 
Both the exhibit.and the fair itself will use gas for heating and cooling. 





areas where their use becomes general, 
local competitive markets for coal and 
electricity will be affected. In addition, 
totally new gas applications, now in the 
research stage, also promise to affect 
the competitive pattern of energy use. 

More fundamental than new gadgets 
and appliances, however, is the possi- 
bility that natural gas can be used in 
a practical fuel cell to operate lights and 
appliances that cannot be served by gas 
directly. Such a development would have 
an impact not only upon the electric 
power industry but also upon coal and 
oil which compete for the generating 
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plant market. Reduction of its share of 
this currently growing market would be 
a blow to coal. 

Resources For The Future. Inc.. esti- 
mates that by 1975 demand for coal 
will total 768,000,000 tons a year. Coal 
requirements for electric power genera- 
tion will increase over 170 per cent; 
all other uses only 5 per cent. (Base pe- 
riod is 1955.) This estimate. of course, 
is based upon continuation and exten- 
sion of the present pattern of consump- 
tion of electricity, including growth of 
electric home heating. 

Coal’s hopes for domination of the 
utility market are heightened by the fact 
that rising producers’ prices are making 
interruptible sales of natural gas to utili- 
ties less and less competitive. In fact, 
Rocky Mountain area coal is beginning 
to infiltrate Southwestern areas where, 
traditionally, nearly all power has been 
generated with natural gas as _ boiler 
fuel. 

In recent years, the coal industry has 
sought to expand its industrial markets 
by obtaining federal government control, 
directly or indirectly, over the uses of 
competing fuels. The coal industry was 
partly responsible for establishment 
three years ago of government controls 
over residual fuel oil imports. 


More recently coal has proposed 4 
“national fuels policy” which would, 
among other things, provide for the ent: 
use control of fuels and inhibit gas from 
selling in the utility and industrial mar 
ket. One effect of the campaign has been 
passage of a Senate resolution author 
izing a fuels study. However, this study 
seems unlikely to go as far as the coal 
people desire. It is being conducted by 
a subcommittee of the Senate Interior 
Committee and the paperwork is being 
prepared by economists and statisticians 
on loan from the gas, oil and coal indus 
tries. 
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The possibility of greater government 
intervention in the relatively free energy 
markei has been a matter of concern to 
some observers. Should government 
planni:g attempt to control the complex 
interplay of economic forces in this 
most }asic of industries, the results 
might well be the opposite of those 
sought. and the net effect would be to 
reduce the nation’s overall supply of 
energy and increase its costs. 

An example of this appears in a study 
prepared by a task force of the Amer- 
ican Gas Association. The study exam- 
ines the effect on consumers if present 
interruptible gas sales to industry should 
cease. The result, the task force reports, 
would be a $392,000,000 increase in 
consumers’ annual gas bills. 

Affecting the market for energy is 
the breakneck pace of fuels technology. 
For example, while the coal people are 
trying to nail down the utility market, 
the oil industry is invading another. 

Standard Oil Company (N.J.) work- 
ing with Canada’s Dominion Foundries 
and Steel, Ltd., has developed an effici- 
ent “hydrocarbon injection” system 
which may replace a considerable por- 
tion of the coking coal used in blast 
furnaces. The new process can use either 
heavy fuel oil or natural gas, but the 
Esso Research engineers placed empha- 
sis on residual fuel oil because the eco- 
nomics seemed more favorable. So here 
is another new competitive market for 
energy, an area which coal has always 
considered its own. 


Coal and Research Potentials 


Actually, from a national standpoint, 
this development promises to be a bless- 
ing in disguise because in some areas 
top quality coking coal is already in 








Molten iron flows from a blast furnace, us- 

ing oil as a supplementary fuel, in the 

New Jersey Standard hydrocarbon injection 
process. 
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Model C Stellarator at Princeton Plasma Physics Laboratory will explore behavior of 
ionized gases in million-degree temperature range as step in seeking control of fusion 
reaction. 





short supply. This is a fact often lost 
sight of in the tendency to think of coal 
as coal without regard to grades and 
consumer requirements. Both oil and 
gas can be processed to yield precisely 
the qualities desired by the consumer, 
but coal —- except for sizing, washing 
and removal of impurities — is sold as 
is. The tendency of the coal industry, 
therefore, has been to mine the most 
desirable grades of coking and metal- 
lurgical coal most intensively. 

Thus, when the Geological Survey re- 
ports, as it recently did, that the United 
States has approximately 207 billion 
tons of “economically recoverable” coal 
(which amounts to 480 years supply at 
the present rate of use), it is talking 
about any coal existing in 28-inch seams 
at depths shallower than 2,000 feet. This 
includes high sulphur coal and lignite. 

Such fuel is suitable for low grade 
uses at low prices, but there is no such 
supply of metallurgical coal available. 
So it can be anticipated that oil and gas 
will continue to increase their share of 
these premium markets, while coal’s 
greatest growth will come in the areas 
that require raw bulk energy at a price. 

Research may change this_ picture. 
Union Carbide has developed more eff- 
cient chemical processes using bitumi- 
nous coal as a raw material. A 1960 
Act of Congress authorized a govern- 
ment-financed coal research facility and 
this may yield new uses. Though long 
range experiments in the gasification of 
coal have not yielded a product which 
is competitive pricewise with natural 
gas, the possibility remains that current 
research in applications of nuclear heat 
may provide the key to low cost, more 
efficient gasification of coal. 


This is a fascinating development to 
contemplate, because a substantial part 
of the nation’s vast network of long 
distance gas transmission lines can be 
made to carry manufactured gas or 
gasified coal as well as natural gas, 
provided the manufacturing cost is low 
enough. Pipelines have proven them- 
selves a most flexible form of transpor- 
tation. They are currently being used 
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to carry crude oil and its products, in- 
cluding liquified petroleum gas, natural 
gas and even coal in slurry form. In 
fact, it is quite possible that in the 
transportation competition that accom- 
panies competition among fuels them- 
selves, the coal carrying railroads will 
lose out to a combination of pipelines 
and ultra high voltage electric trans- 
mission grids. 

The former may bring coal from se- 
lected mines to generating plants cheap- 
er than railroads can. The latter will 
permit the locating of more generating 
plants at the mine mouth and make any 
form of fuel transportation unnecessary. 


Nuclear Fusion — 
Where and When? 

Nuclear energy, however, may pro- 
duce the most profound changes in the 


over-all energy picture. Again, that cock- 
pit of competition, the utility power gen- 
erating market, will be the scene of the 
battle. The changes will be area-by-area, 
because, when economists talk about 
atomic energy accounting for 12 per 
cent to 32 per cent of all power genera- 
tion by 1980, they mean that coal, oil 
and gas will be displaced in areas al- 
ready marginal to them because of high 
transportation or production costs. 
Long range projections of energy con- 
sumption indicate, however, that use of 
all three fossil fuels will continue to grow 
on a nation-wide basis. Gas will prob- 
ably increase most rapidly in both share 
of market and absolute consumption. 
Granted a favorable regulatory cli- 
mate and more stable prices, both of 
which seem to be possibilities, natural 
gas consumption should increase 107 





per cent over the 20 year period, 1955. 
1975, compared with 86 per cent for gi] 
and 70 per cent for coal. New uses for 
gas may increase this rate of progress, 
By 1972, nearly every new home and 
office building in the country is expect. 
ed to be air-conditioned. Gas will get 
a considerable share of this business, 
Outdoor weather control will become 
increasingly important as people achieve 
greater freedom from their environment, 
Infra-red gas heating units promise to 
make such local weather control pos. 
sible. One device is now on the market 
which does not even burn the gas but 
creates infra-red rays by passing natural 
gas through a catalytic screen. 

More and more it appears that com- 
petition for the favor of the ultimate 
consumer will be concentrated between 

(Continued on page 1074) 
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We Must Reduce 


TAXES AND GOVERNMENT DEBT 


GEORGE CHAMPION 


Chairman of the Board, The Chase Manhattan Bank, New York 


UROPE IS TODAY HIGHLY PROSPER- 
ki; ous, with improved living stand. 
ards and definite pride of accomplish- 
ment, and there is wide recognition that 
the most important pillar for continued 
prosperity is a sound currency. The evils 
and suffering from inflation live on in 
memories of many people. Most disturb- 
ing, however, are fears that the United 
States today is tending too much toward 
socialism, which many Europeans have 
tried and have turned their backs on. 

The major concern to Europeans is 
the growing power of the Soviet Union. 
The challenge of economic warfare 
looms as large in their thinking as the 
possibility of physical conflict. This pro- 
vides one of the principal motivating 
forces behind the rapid progress of the 
Common Market and promises to be in- 
fluential in bringing a not too distant 
joinder between the Six and Seven. 

There is no question but that the com- 
bined strength of the two Atlantic indus- 
trial complexes is many times anything 
the communists could muster. The need 
is to bring it to bear effectively on com- 
mon problems and not dissipate it 
through lack of cooperation or weaken- 
ing the incentives inherent in free enter- 
prise economy. How this can be accom- 
plished remains one of the overriding 
tasks for all peoples in the Atlantic Com- 
munity. 

Growth in cooperation and long range 
planning between ourselves and Western 
Europe must be based on mutual respect 
and competitive strength, with one bar- 
ometer of our strength the esteem in 
which the dollar is held internally and 
externally. I come back from abroad 
more than ever convinced that Ameri- 
cans need to take another long, search- 
ing look at the financial position of the 
Federal Government and the direction 


which budgetary and fiscal policy are 


likely to take over the next several years. 


Social Experiment and World 
Crisis 
The truth is that Washington has come 


e————__. 


Before 87th American Bankers Association Con- 
vention, San Francisco, Oct. 16, 1961. 


NoveMBER 196] 


to a major crossroads and too few peo- 
ple are fully aware of it. We are con- 
fronted with the prospect of government 
expeditures suddenly leaping to a new 
high level with a good portion due to 
increased defense needs. Protection of 
our homeland and way of life is one 
basic function of government but piled 
on top of this, in the most ill-timed way 
imaginable, are a number of costly pro- 
posals which would cast the Federal 
Government into a whole new set of 
functions and activities — many of 
which tend to revise the historical rela- 
tionship of government to the individual, 
business, city and state. 


Moreover, apparent thinking is what 
all these added expenditures must be 
carried out without new sacrifice. Rath- 
er, it is argued we should be able to 
afford guns, butter, and a great deal of 
coddling at the same time. What is not 
mentioned is what we shall have to give 
up; namely, perhaps the last chance to 
reduce an unconscionably heavy burden 
of taxes, and along with it to give the 
individual a new sense of initiative, self- 
reliance, and responsibility. 


It’s not widely appreciated that our 
tax system constitutes a wide-open invi- 
tation for increased spending with the 
flow of revenue to government automa- 
tically increasing with national income. 
Even more, the greater the growth in 
national income, the larger is the pro- 
portional share diverted to government. 
This tendency is a happy one for those 
who feel that government should plan 
and think for us and is the inevitable re- 
sult of the highly progressive personal 
income tax. 


Since 1955 the yield from personal in- 
come tax has grown from $30-billion to 
about $43-billion with no change in 
rates. Or make the comparison with 
1950: the yield since then has grown by 
no less than $25-billion. A decade ago, 
individuals turned over about 714 per 
cent of total income for income tax; to- 
day the proportion has risen to 101% 
per cent. 


Other taxes also throw off larger rev- 


enues as the economy grows, although 
not to the same extent. Half of any in- 
crease in corporate profits automatically 
flows back to government. The more peo- 
ple buy, the larger is the amount of ex- 
cise taxes. Estimates now being made by 
the Treasury for fiscal 1963 point to 
total revenue which may be up as much 
as $15-billion over the fiscal year recent- 
ly ended, simply because of growth in 
national income. 

A very significant conclusion, name- 
ly, that one of the most effective controls 
over government activities — a lack of 
sufficient income — is noticeable for its 
absence. The history of our government 
in Washington is an outstanding exam- 
ple of Parkinson’s famous law: “Expen- 
ditures rise to meet income!” 


Where Does Money Go? 


How has this increased revenue in re- 
cent years been spent? Outlays for de- 
fense have been edging higher; the total 
last year was $3-billion higher than in 
fiscal 1954, the year after the Korean 
War ended. Spending on foreign aid has 
actually decreased. Unfortunately, the 
same cannot be said for veterans, hous- 
ing, agriculture, and for a long list of 
other subsidies. Add up all nondefense 
expenditures, and exclude foreign aid, 
and you have an increase since the mid- 
*50s of $13 billion, as much as the rise 
in tax yield from personal incomes. 

The farm program is an all-too-typi- 
cal example. In the fiscal year just end- 
ed, it cost taxpayers approximately $6 
billion — almost double the amount for 
1954. The total spent on farm programs 
last year was about equal to 45 per cent 
of all net farm income. Have we moved 
any closer to solution of the farm prob- 
lem? The answer is in the negative; on 
the contrary, the situation appears more 
confused than ever. We subsidize cotton 
exports by 84% cents per pound and then 
run around trying to persuade manufac- 
turers abroad not to ship it back to us 
as low-cost textile products. Would it not 
be more reasonable to, over a 3- to 5- 
year period, free cotton from artificial 
controls, let prices seek their proper 
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level, and make the necessary adjust- 
ments? I have no doubt that efficient 
United States cotton growers would be 
able to compete in world markets and 
still make a good living. 

Unhappily, the government shows no 
signs of cutting back on subsidies and 
handouts but gives promise of actually 
broadening the field at the very moment 
the nation is called upon to make a vast 
new defense effort. Moreover, in the 
process it appears to be embarking on a 
radical new philosophy which calls for 
the Federal Government to take over re- 
sponsibilities heretofore shouldered at 
the state and local level. 


One example is the new housing law, 
with grants to communities to finance 
part of the cost for recreational facili- 
ties. Or take the urban renewal program, 
a part of which involves what used to be 
called normal civic improvements — lo- 
cal sewers, water lines, firehouses, and 
the like. The Wall Street Journal recent- 
ly pointed out the paradoxical question 
of this program in Texas, where the two 
largest cities have yet to receive a cent, 
although some 18 smaller towns have 
jumped on the bandwagon to the tune of 
$19 million. Add to this aid for local 
highway projects, proposed aid to edu- 
cation, huge federal outlays for local 
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welfare, expanded public power, firs 
low-income housing, now housing for 
the middle-income group, and it becomes 
crystal clear that the Federal Gover. 
ment is taking on a vast new dimension 
which has crept up like a tide and which 
the people would not sanction if fully 
aware of the administrative costs, as well 
as the power, of these vast sums in the 
hands of bureaucrats. 


Individual Responsibility By-Passed 


The taxpayer in Pittsburgh, St. Louis, 
or New York is called upon to pay for 
benefits to citizens thousands of miles 
away. We find invoked a new principle: 
taxation without benefit, and benefit 
without responsibility — all to the detri. 
ment of true democracy. 

Indeed, one of the great challenges of 
democracy is individual responsibility. 
Personal freedom is only possible witha 
high measure of personal self-discipline, 
yet such discipline is bound to be ser- 
iously weakened when benefits have no 
relation to responsibility. 

That is a major reason why, in my 
judgment, we should oppose federal aid 
to education. It is up to the local com. 
munity, and above all the parents, to see 
that the community has good schools. 
The representatives from these same 
communities, acting as a group, need to 
stand watch over state universities, main- 
taining adequate facilities and _ high 
quality. For those who can afford it, 
there is also the responsibility to help in- 
dependent colleges who have contributed 
so much to this country. 

Is it better for the home and family 
that they bear ultimate responsibility for 
education or should they wash their 
hands of the matter and cast it off o 
far-off central government? Is the farm: 
er a better man if he relies on his ow 
ability and initiative rather than bein 
dependent on handouts from Washing 
ton? Is it better for the local community 
to see to its physical welfare — parks, 
utilities, those things that make for é 
better environment — or should it too 
fall back on largesse from outside bu: 
reaucracy? The answer to me is clear 
cut. If Americans are to have a sense 
pride, of strength, of well-being from ac 
complishment, the individual, the family. 
the local community must bear ultimate 
responsibility for their welfare evél 
though personal sacrifices are required 
Only in this way can we have a strong 
self-reliant, and a more vigorous Amer 
ica. 

One of the paradoxical aspects of ol! 
present position is that more than evé! 
the individual citizen has the means at! 
the ability to stand on his own. Averagt 
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incomes in real terms today are two- 
| thirds hizher than a generation ago and 

















still rising. How much better to add to 
these incomes by reducing the tax bur- 
den, thereby strengthening family abil- 
ity to cerry on rightful responsibilities. 
Instead we are confronted with a threat 
to siphon off an even larger share of in- 
come for handouts throughout the coun- 
try. Very few families realize that ur- 
ban renewal, government power pro- 
jects, or costly assistance to the farmer 
represent a tax on themselves. If they 
did, they might have second thoughts. 


Let’s Face Facts on Spending 


The time has come to take a realistic 


; look at the government fiscal position 


and do some intelligent forward plan- 
ning. Bankers have been reluctant to 
advocate any tax cut when government 
is running a deficit. Now that the nation 
faces a huge rise in defense spending. 
our caution and reluctance become 
stronger than ever. The fact of the mat- 
ter is that revenues under the existing 
tax structure are certain to expand great- 
ly over the next five years, an invitation 
for increased spending which those in 
Washington are taking advantage of to- 
day. Now is the time to reject any pro- 
gram which adds to welfare spending — 
indeed the present program should be 
materially curtailed. We should let our 
Congressmen know that after needs of 
defense are fulfilled, we want the highest 
priority to go to a cut in taxes and re- 
duction in federal debt. 

I would set as a goal for the ’60s a 
cut of no less than 10 per cent in taxes 
and a reduction of $30 billion in the 
federal debt. What I am suggesting is 
eminently practical in spite of increased 
defense needs. Under present tax sched- 
ules, revenues by 1965 could rise by $25 
billion, and by 1970 the increase could 
be $50 billion, if nothing were done to 


9 cut rates back. There is room to finance 


a larger defense, to cut taxes, and to re- 


§ duce debt, providing we have the fore- 


sight and the will. The reduction in both 
taxes and debt should be far greater in 
these next 10 years, but we at least 
should set this as our minimal goal. 

On the tax front, I would suggest top 
Priority go to relief on the income tax, 
both at the personal and corporate level. 
An eventual reduction of 10 per cent in 
the corporate tax would merely eliminate 
the emergency levy put on at the time of 
Korea. Such measures, along with debt 
reduction, would yield incalculable bene- 
fits over a period, including a powerful 
stimulus to economic growth and em- 
ployment. 

It is significant that almost every stu- 
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dent of taxation agrees that the personal 
income tax is too high. Excessive income 
taxes constitute an evil influence in our 
society because they place a premium on 
ways to get around the law. Like ration- 
ing with black markets and prohibition 
even earlier, they lead to crime and en- 
courage rackets. Almost as bad, they 
siphon off energy and ability that might 
be directed to productive effort. 
Extreme tax rates were first intro- 
duced during World War II, as an emer- 
gency measure to place on everyone a 
maximum sacrifice. It was never intend- 
ed that they become permanent. Even to- 
day rates in excess of 60 per cent could 


be eliminated with a loss of no more 
than $500 to $600 million income. The 
gains to society would clearly outweigh 
this modest sum manyfold. 

I believe most people would gladly 
line up in favor of a tax cut but they are 
inclined to pay much less attention to 
the growth and size of government debt 
— certainly less than this tremendously 
important matter deserves. Federal debt 
is fast approaching $300 billion, or 60 
per cent of our GNP but this in itself is 
by no means all. On top of direct debt, 
government is guarantor of a host of 
agency obligations with contingent li- 
ability of significant importance. 
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The federal debt is too large in itself 
but it becomes doubly so when one takes 
a look at the state and local level where 
government facilities can’t help but ex- 
pand in the *60s to take care of growing 
population. During the ’50s, debt of state 
and local governments increased from 
$21 billion to $60 billion on a net basis 
and an even larger advance appears in- 
escapable in the *60s. 

The Federal Government could be of 
greater help to state and local units by 
reducing its own debt and by cutting 
taxes than through any other course of 
action. In both instances, badly needed 
funds would be freed for use at the 
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local level. Again, at this level the funds 
ought to be raised and spent. At the same 
time, such action could prove a powerful 
stimulus to economic growth, to which 
not enough attention has been paid in 
Washington. Economic growth depends 
in large measure on increased invest- 
ment and by running a surplus and pay- 
ing off debt, government can channel to 
private business funds for that purpose. 
One gets no economic growth by spend- 
ing on welfare projects nor does defense 
necessarily do so. 


Fiscal Reform Calls for Planning 


We shall never achieve debt reduc- 
tion, let alone a tax cut, unless we plan 
ahead. For years the government has 
paid lip service to a balanced budget 
over the life of the business cycle — to 
a surplus in good times which will offset 
deficits in less prosperous years. But 
somehow surplus never manages to 
match deficits, and the fault hasn’t lain 
in defense or foreign aid. Rather, the 
major difficulty has stemmed from sky- 
rocketing subsidies and welfare costs. 
It’s a bit paradoxical that the President 
has called for sacrifice, and then pro- 
poses increased subsidies and new pro- 
grams designed primarily to make life 
easier. We can’t have it both ways and 
remain the world leader for freedom. 

What is required is a long range plan 
for fiscal reform and the will to see it 
through. For this really to be accom- 
plished will require an informed and 
aroused public opinion. You have heard 
that when a politician changes his point 
of view, it may not mean he’s seen the 
light but rather he’s felt the heat! That’s 
where men like you enter the picture. 
Our people need to be informed of the 
facts and urged to act. Bankers, are lead- 
ers in their communities. Let’s acquaint 
our citizens with the problem and con- 
vince them of the necessity for fiscal re- 
form now. 

More is at stake than the budget or 





tax reform. Involved is our future way 
of life: whether to become increasingly 
soft and dependent on government or 
stand as families and individuals on our 
own feet. In spite of the gadgets around 
us, we live in a rugged world; anything 
that weakens the individual or destroys 
his self-reliance weakens America, for 
the power of the nation is only a multi. 
ple of the strength, skills, and character 
of its individuals. 

What is needed more than anything js 
moral regeneration combined with re. 
newed toughness of character. Indeed, 
we must live according to the Ten Com. 
mandments and the Sermon on the 
Mount, for in doing so man _ becomes 
strong and the need for manmade laws 
is greatly lessened. Today Mr. Khrush- 
chev and communists are convinced 
that they have great military and eco- 
nomic power and it would be a bad mis- 
take to underrate them. Yet no good 
American can doubt for a moment the 
final outcome. Our people have an un- 
derlying strength and a solid core of 
common sense. Their skills provide a po- 
tential for great growth and _ progress 
which the communists can never match. 
We possess the most precious heritage of 
freedom — a blessing the average Rus- 
sian dare not even dream of. It is up to 
all Americans to oppose with all our 
vigor any encroachment by government 
on any of the three basic freedoms: 
speech, religion, and economics, in order 
to make the most of our tremendous ad- 
vantages. The future of the world may 
well depend upon it. 

A A A 

e To explain what it means to own a 
share in American business, Cadre In- 
dustries Corp., Endicott, N. Y., has pub- 
lished a booklet for children. Illustrated 
with cartoons, the booklet relates an 
imaginary conversation between a small 
boy and a share of stock. It relates stock 
ownership to pioneers and the space age, 
explaining corporate ownership in sim- 
ple, direct terms. 
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E ALL KNOW HOW WE MANUFAC- 
W ture electric power today. We 
either burn fuel under a boiler to pro- 
duce steam to drive a turbine, which 
in turn drives an electric generator, or 
we harness the power of flowing water 
in a turbine which becomes the driver 
of the generator. For smaller installa- 
tions we may use an internal combustion 
engine. or diesel, to run the generator. 
while for still smaller power uses we 
usually turn to batteries or dry cells to 
give us the electricity needed for com- 
fort and convenience. More recently, we 
have seen built nuclear reactor power 
plants where the fuel is of a different 
type, although the ultimate power gen- 
eration is usually through the medium 
of steam which has its heat energy con- 
verted to mechanical energy which, in 
turn, is converted to electrical energy. 
But how much simpler it would be to 
go directly from the fuel to electrical 
energy! This is what the Fuel Cell does. 

Interest in fuel cells goes back over 
one hundred years but only in the last 
few years have we begun to see reference 
to them as something important and 
promising. Although only in its infancy, 
fuel cell technology may grow to matur- 
ity, or at least to adolescence, in the 
not too-distant future since much greater 
effort is now being expended in this 
direction. 

Already today, however, a hydrogen- 
oxygen fuel-cell system can be purchased 
from a number of United States manu- 
facturers. These engines and power 
plants range from hundreds of watts to 
kilowatts and will operate for thousands 
of hours with negligible maintenance at 
energy efficiencies of the order of 


6o%**" 
Three Key Potentials 


Beyond the appearance of simplicity, 
there are three basic reasons why scien- 


tists and engineers are today so inter-. 


*Citations at end of article. 
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ested in fuel cells. First and foremost. 
the fuel cell offers a way to convert the 
energy of fuel to electrical energy with 
an overall efficiency higher than any yet 
achieved or even anticipated for con- 
ventional power-generation methods. In 
steam-power cycles we run into the limit- 
ing theoretical efficiency of the Carnot 
cycle, with the result that, after taking 
the penalty of friction, heat and other 
losses, even a modern large central-sta- 
tion power plant does not have an over- 
all thermal efficiency — from fuel to 
electricity — of much over 40%. The 
average of all stationary steam plants is 
more of the order of 14%. Gasoline and 
gas-engine driven generating plants will 
run with overall efficiencies of the order 
of 21% and 24%, respectively, while 
diesel plants will reach 30%. 

Fuel cells, employing quite a differ- 
ent principle, are not limited by the 
theoretical considerations of the Carnot 
cycle and so can, instead, approach an 
overall theoretical efficiency of 100%. 
Irreversibility increases as the current 
density is increased and this and other 
losses result in operating efficiencies con- 
siderably lower than the theoretical. but 
very much higher than those obtainable 
by conventional means. 

Second, fuel cells are silent and can be 
portable and compact sources of power. 
These attributes make them applicable 
to military field equipment, auxiliary 
power supplies for missiles and space 
vehicles, as well as for more commercial 
uses such as factory fork trucks, small 
tractors, etc. 

Third and conceivably the largest and 





Since graduation from Massachusetts In- 
stitute of Technology, Mr. Lobo has had 
broad experience in chemical engineering 
consulting in this country and overseas. He 
was for many years associated with M. W. 
Kellogg Co. and currently does consulting 
work for the petroleum, petrochemical and 
chemical industries. 





most important application potential, al. 
though undoubtedly many years away. 
is the use of fuel cells in conjunction 
with the storage of energy from off-peak 
power production from conventional 
plants, with the heat available from nv- 
clear reactors, and eventually with that 
obtained from the sun, a source to which 
man’s expanding use of energy must 
eventually drive him. 


How the Cell Works 


It might be defined most simply as 
a “continuous feed battery,” or “an 
electrochemical device for the continu- 
ous conversion of a portion of the free. 
energy change in a chemical reaction 
into electrical energy,” or again as such 
a “device in which a fuel is oxidized at 
the anode and oxygen is reduced at the 
cathode to convert chemical energy di- 
rectly into electrical energy without in- 
termediate conversion to heat.” Perhaps 
all of these together give us a better 
idea of what we mean by a fuel cell. 

Preferably, of course, we should like 
to be able to use the most conventional 
fuels: coal, oil, and natural gas, and the 
commonest oxidizing material, air. If 
such conventional fuels were to be used 
directly in the cell to produce electric 
current, the cell would be termed a “di- 
rect fuel cell,” since the primary fuel 
would be fed continuously to the cell. If, 
on the other hand, the primary fuel, 
the coal, oil or natural gas, is first con- 
verted into another fuel, such as hydro- 
gen or water gas, the cell would be 
called an “indirect fuel cell.” There are. 
however, some. cells which are difficult 
to classify in these simple terms, such 
as the sodium amalgam cell to be met 
tioned later. 

Fuel cells may also be classified by 
their operating conditions of temper 
ture and pressure. We thus have the 
“low-temperature cells,” operating 4 
temperatures below 212°F., the boiling 
point of aqueous electrolytes. There i§ 
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Courtesy Mechanical Engineering 
Fig. 1. Schematic fuel cell. 





a “medium-temperature cell” which 
operates at about 400°F., and the “high- 
temperature cells,” operating in excess 
of 900°F., and as high as 1500°- 
1600°F. None of the latter has yet been 
commercially developed. 

A few terms are necessary in discus- 
sion of electrochemical phenomena: An 
electrolyte is “a chemical compound 
which, when fused or dissolved in cer- 
tain solvents, usually water, will conduct 
an electric current.” Electrodes we know 
as “electrical conductors through which 
current enters or leaves a conducting 
medium, whether it be an electrolytic 
solution, solid, molten mass, gas or vac- 
uum.” In most cases, at the surface of 
the electrode a change occurs from con- 
duction by electrons to conduction by 
ions. We must assume that we are famil- 
iar with the more common terms such 
as voltage, current density, and electric 
potential. 

A discussion of theory is out of place 
here, but we might say that, instead of 
using the heat of fuel combusion for 
generation of energy, the fuel cell uses 
the “free-energy” of the chemical reac- 
tion between the fuel and oxygen to 
transfer electrons from regions of lower 
to higher potential at one electrode. 
These electrons are then allowed to “run 
down” through an external circuit and 
produce work, as illustrated by Liebhaf- 
sky and Douglas! with their simple 
schematic fuel cell shown in Figure 1. 
Here, coal would be fed in at the anode, 
where it would react with oxide ions to 
form carbon dioxide, COs, the product 
of “combustion,” and release electrons 
to the external circuit. 

These electrons would “work,” e.g. 
light a lamp, on the way to the cathode 
where they would be captured by oxy- 
gen from the air and form oxide ions 
which would complete the circuit by 
flowing through the electrolyte to the 
anode. Thus, with the oxide ions carry- 
ing all the current, and with their pro- 
duction and consumption in_ balance, 
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the electrolyte would remain unchanged 
and merely serve as a path through the 
cell. All fuel cells produce limited volt- 
age, in the one-volt range, but this may 
be stepped up just as with the common 
storage battery by placing a large num- 
ber in series. 


Potentials Increase with 
Temperature 


The use of primary fuels in fuel cells 
would certainly be desirable but there 
are serious obstacles. The biggest prob- 
lem is probably the reactivity require- 
ment, the above authors regarding it as 
so formidable that the coal cell can 
safely be dismissed from further consid- 
eration, certainly for the time being. It 
can be assumed that only cells using 
gaseous fuels are likely to succeed in the 
foreseeable future. Even these have diff- 
culty in this regard, and for this reason 
most of the successful work so far has 
been with hydrogen and carbon monox- 
ide. 

In chemical kinetics there are certain 
usual ways of dealing with the reactivity 
problem. These include increasing the 
surface on which the reaction is to take 
place, raising the temperature or the 
pressure, or both, and making surfaces 
more active by the addition of catalysts, 
if necessary. 





Porous “gas-diffusion” electrodes are 
incorporated in the construction of cells 
to increase the surface. High pressure 
and temperature are employed in some 
cells to favor rapid reactions. but they 
do intensify corrosion and leakage prob- 
lems. And solid catalysts have been in- 
corporated into the electrodes which 
have also been specially prepared to 
give active surface structure, though 
such activity tends to decrease with cell 
life. 

The low-temperature cell, then, must 
for the most part be restricted to the 
use of the reactive secondary fuels, hy- 
drogen and carbon monoxide, as well 
as to oxygen rather than air. Less work 
has been done in the medium-tempera- 
ture range. It is the high-temperature 
fuel cell, though. which seems to have 
a much larger potential application in 
that it should be able to use cheap fuel 
gases containing carbon monoxide and 
achieve higher overall efficiency from 
the original fossil fuel, such as coal or 
natural gas, by integration of the cell 
operation with a process in which a 
secondary fuel is generated.” 


Low-Temperature Cells — 
U.S. and Abroad 


As stated. most of these cells are 
limited to hydrogen as fuel although 
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work is going on using natural gas and 
its component hydrocarbons. In_ this 
category there has been reported work 
on the Davtyan Cell by the Soviet Acad- 
emy of Science (1947) .* The cell could 
be operated with either air or oxygen, 
with a 35% aqueous solution of potas- 
sium hydroxide as the electrolyte using 
activated carbon electrodes, with nickel 
catalyst on the oxygen electrode. An 
open circuit voltage (i.e. no current 
flow) of 1.12 volts was reported for the 
best cell. At a current density of 32 
amperes per square foot, the cell volt- 
age dropped to 0.75 volts, correspond- 
ing to a cell efficiency of 61%. 

One of the low-temperature cells de- 
veloped in this country is the hydrogen- 
oxygen cell of National Carbon Com- 
pany (Figure 2). This cell operates with 
hydrogen and oxygen, with potassium 
hydroxide as the electrolyte. The elec- 
trodes are of activated porous carbon. 
The optimum temperature range is 140° 
to 150°F., with the optimum terminal 
voltage about 0.75 to 0.85 volts. Water 
vapor, the reaction product, is produced 
at the anode and the hydrogen flow rate 
is adjusted to allow evaporation of this 
product to take place. Some improve- 
ment in output is produced by raising 
the operating pressure. For example, 
when producing 0.85 volts at the termi- 
nals, only 20 milliamps (“milliamp”: 
one thousandth of an ampere) per 
square centimeter may be drawn at at- 
mospheric pressure, whereas 50 ma./sq. 
cm. may be drawn at 5 atmospheres. 

General Electric Company has been 
developing a complete two hundred- 
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Courtesy Mechanical Engineering 


Fig. 3. A new type of fuel cell, previously classified, operates on a mercury amalgam 

of sodium, oxygen, and water and develops twice the voltage of hydrogen cells. A_proto- 

type Naval power plant will be based on it which will produce fuel-cell power in relatively 
large quantities. 





watt power-supply based on the ion-ex- 
change-membrane fuel cell.'! Fuel is 
hydrogen but the oxidant is ambient air 
drawn into the unit through a dry 
mechanical filter by a small fan powered 
from the fuel cell battery. Makeup water 
must be added to the cell and for this 
reason an ion-exchange resin bed is in- 
cluded in the pack for filtering and de- 
ionizing. Since hydrogen must be sup- 
plied, two interchangeable fuel-supply 
systems are included, each of which will 
operate the unit for seven hours per 
charge. Ionics, Inc., has been working 
in the same general area. Abroad, the 
Shell Petroleum Company in England, 
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Justi and others at the Braunschweig 
Institute of Technology, and the work- 
ers at Bonn University in Germany, 
have all been active in the field. 


Other Low and Medium Media 


Low-temperature cells of a somewhat 
different category (Figure 3) are those 
with “consumable” electrodes. Western 
Reserve University, Union Carbide, and 
M. W. Kellogg Company have been 
working in this area. The fuel is sodium 
metal, carried into the cell as an amal- 
gam, i.e. in solution in mercury. The 
electrolyte is sodium hydroxide, the oxi- 
dizing agent, oxygen. Operating temper- 
ature is in the range of 150°-160°F., at 
atmospheric pressure. As this is an ex: 
pensive fuel, the utility of this type 
cell will be limited and specialized. The 
major advantage is the high open-cir- 
cuit voltage of 2.0 volts; the potential, 





Hollow, porous — 


Be (1) Hydrogen diffuses through elec- 
carbon electrodes 


trode, reacts with electrolyte 


H»+20H —>2H.,0+2e 


(2) Electrons liberated by reaction flow 
through external circuit, do work 


w 


) Oxygen diffuses through electrode, 
reacts with electrolyte and returm 
ing electrons 


' ie 0. +H>0 + 2e—7HOz+ OH 


Peroxide ion decomposes chemically 








| HOz = 302 +OH™ 


1 Net reaction: 





H2+ 502 > H20 
Courtesy Chemical Engineerimg 


Fig. 2. Cell developed several years ag? 

by National Carbon Co. This type has been 

used to power the Army’s “silent sentry 
portable radar set. 
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of course. falls as the current is in- 
creased. In order to make the use of 
this feasible, as part of a complete power 
plant, considerable process plant is 
required to supply the chemicals, control 
the amalgam and electrolyte concentra- 
tion, ani! remove heat generated in the 
cells. 

Still another type of low-temperature 
fuel cell is that which makes use of 
medium-cost fuels, such as hydrazine, 
ammonia. methanol, ethylene oxide, and 
other chemicals. According to Dr. 
Moos," results here and 
abroad have been achieved in the utili- 
zation of these fuels using air as an 
oxidant. He believes that this type of 
fuel cell is economically sound in a 
number of special applications ranging 
from industrial storage battery replace- 
ment to vehicular power, and that in 
1962 this type of engine will be com- 
mercially available in the United States 
or overseas. 


significant 


Medium-Temperature Cells 


One of the most advanced of the 
fuel cells is that developed by F. T. 
Bacon, of Cambridge (England). The 
Bacon cell has its optimum operating 
condition at about 390°-400°F., and a 
pressure of 600 pounds per square inch. 
It is designed to operate with rather 
pure hydrogen and oxygen, and 27% 
potassium hydroxide as the electrolyte. 
Under these conditions the theoretica! 
open-circuit voltage is 1.20 volts, and 
the performance is as follows: 


Current Density, 


Voltage, v. ma./cm.® 
1.02 10 
0.905 100 
0.805 250 
0.677 500 


0.585 


679 (max.) 


The cell is highly efficient, and contin- 
uous operation of 1500 hours has been 
reported. 


One of the intriguing reports is that 
of Esso Engineering and Research’s 
Worx on a cell (Figure 4) supposed to 
operate at about 300°F. and 300 lb./sq. 
in. using ethane (derived from natural 
gas) as the fuel. This cell, operated for 
some 500 hours, has given an emf. 


(electromotive force—that which causes 


j clectricity to flow) of 0.8 volts, and a 


current density of about 100 amps./sq. 


ft. Little real information has been re- 
leased. 


Baur and Justi in Germany, Davtyan 


jin the USSR, Ketelaar and Broers in 


the Netherlands, and Chambers in Eng- 
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land are the most important workers in 
foreign countries. In the United States. 
Allis Chalmers is working wiih propane 
(also from natural gas) and air. It 
has been here assumed that this is a 
high and not a low temperature cell, as 
information is sparse. An_ interesting 
compact demonstration power package 
(Figure 5) was shown about two years 
ago, used to drive a full-size tractor at 
various speeds, forward or reverse. The 
package was mounted on the tractor 
along with its propane fuel supply. It 
consisted of 1,008 one-volt cells, each 
measuring one-quarter inch thick by 
twelve inches square. The cells were ar- 
ranged in four banks with 112 units of 
nine cells per bank. Fifteen thousand 
watts were delivered to a standard A.C. 
20-H.P. d.c. motor. 

Mine Safety Appliance Research Cor- 
poration is working on a regenerative 
cell which is of a type more complicated 
than those already discussed. This cell 
uses lithium hydride as the fuel, and 
molten lithium salts as the electrolyte. 
The normal operating temperature is 
about 840°F. but regeneration takes 
place at somewhat over 1500°F. 

In this area, too, Consolidation Coal 
Company has done some _ interesting 
work. Using a fuel of hydrogen and ear- 
bon monoxide, it uses a molten sodium- 
lithium carbonate, dispersed in a magne- 
sium oxide matrix. The operating tem- 
perature is in the range of 900°-1500°F.., 
air being the oxidizing agent. This type 
of cell presents some serious problems, 
but their solution may well point the 
way to important applications. 
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LIQUID ELECTROLYTE 


(Esso Research) 


Figure 4 





Main United States Investigators 


To summarize, the following might be 
listed as the main investigators of fuel 
cells in this country, although actually 
more than fifty companies, representing: 
the chemical, oil, transportation, public 
utility, automotive, aircraft, electronic, 
and power plant industries are inter- 
ested in this field: 

Aerojet-General 

Allis-Chalmers 

American Machine & Foundry 

Battelle Institute 

California Reesarch Corp. 

Chrysler Corporation 

Consolidation Coal Co, 

Electric Auitolite Co. 

Electric Storage Battery Co. 

Electro-Optical System, Inc. 

Esso Research & Engineering 

Exide 

General Electric 

General Motors 

Hoffman Electronics 

Institute of Gas Technology 

Ionics, Inc. 

Leesona Corp., Patterson, Moos Div. 





Fig. 5. A mixture of fuel gases, largely propane and oxygen. react in an electrolyte within 





1,008 fuel cells to provide the electricity that powers this experimental Allis-Chalmers tractor. 
The controller to the driver’s left controls the engineless tractor’s speed and direction. 
It develops 3,000 pounds of drawbar pull. 
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Lockheed 

Mine Safety Appliances 

Pratt & Whitney Division of United 
Aircraft 

RCA 

M. W. Kellogg Company 

Thompson Ramo Wooldridge 

Union Carbide 

Westinghouse 


The Goal 


The ultimate goal of fuel cell re- 
search, of course, would be to produce 
a highly efficient. cheap power generator 
with minimum upkeep and long life: 
one that can use a primary fuel with air 
as the oxidizing agent. As pointed out, 
many approaches to the solution of this 
problem, as well as to the more special- 
ized ones, are now being worked on, 
and with the much greater effort and 
many millions of dollars now being ex- 
pended, we can look forward to seeing 
continuously expanding applications. 
We shall have hydrogen fuel cells tied 
into cheap hydrogen-generating facili- 
ties, which will be located at the power 
site and use natural gas and steam for 
the “reforming” operation. The cell it- 
self may be modified to perform this 
task. 


A research team from the Illinois In- 
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stitute of Technology" states that al- 
though the high operating temperature 
of methane (natural gas) fuel cells is 
not compatible with the on-off load fac- 
tor character of home utilization of 
electricity, storage batteries could be 
used to raise the load factor so that the 
cells could operate continuously. The 
natural gas power-pack for home instal- 
lation would, they believe, provide for 
the addition of steam to the gas feed. 
while waste gas from the cells would be 
used to make up the cell heat losses as 
well as for other conventional appliance 
functions in the home. 

Then, some day perhaps we may be 
able to reach the last step in which 
cheap powdered coal may be fed directly 
to the cell from which electric power 
will be drawn. There are, indeed, for- 
midable problems to be overcome. But 
the progress of the last three or four 
years has shown that this electro-chem- 
ical approach to power generation has a 
more than theoretical interest. 


Applicabilities 

With a little flexing of the imagina- 
tion, it is easy to envision a great range 
of useful applications for fuel cells. Very 
likely, the first significant use will be in 
the areas of military and space opera- 
tions to which reference already has 
been made. Here, silent operation and 
portability are features that weigh heav- 
ily to offset relatively high costs. A ma- 
jor commercial application may be in 
the production of aluminum or chlorine 
for which great quantities of direct cur- 
rent electricity are required. 

May we look forward to electrically 
operated automobiles powered by fuel 
cells? The answer seems definitely to be 
affirmative. Such a car will eliminate 
numerous expensive, cumbersome fea- 
tures of present day models, It will be 
practically noiseless and produce none 
of the harmful exhaust fumes that now 





pollute the atmosphere. Locomotives, 
buses, power boats and lawn mowers are 
likely prospects among devices in com. 
mon use. 

Homes and small industrial plants are 
potential users although costs must be 
considerably lower before cells will be 
economically acceptable. However, this 
country is so generously covered with 
conventional generating systems that 
wide use of fuel cells in such applica. 
tions probably is rather far in the 
future. 

In less developed areas where central. 
ly generated power is not as conveni- 
ently available, the prospects for isola. 
ted self-contained power units are much 
more favorable. Success is chiefly a mat. 
ter of economics and intensive engineer. 
ing research may be counted on to re. 
duce the existing cost gap. The fact that 
presently about 80% of the cost of 
electricity to the consumer is due to the 
great expense of transmission and dis- 
tribution is a distinct edge in favor of 
on-the-site fuel cell generation. 


Can this mean that the fuel cell some 
day may replace the great central gene- 
rating power plants and vast distribu- 
tion networks that comprise our present 
public utility systems? Although con- 
ceivable, it is not likely that such a 
tremendous revolution can develop for 
many years to come. 


In any event, we may expect to see 
important commercial and_ strategical 
developments before the end of the dec: 
ade, if not sooner. 


1Mech. Eng., Aug. (1959) 64. 

2Chem. Eng. Progr., 55 (1959), 51. 

38Encyclopedia of Chemical Technology, 2nd Supp. 
Interscience (1960). 

4Chem. Eng. Progr., 57 Feb. (1961), 140. 

5Chem. Week, Feb. 25 (1961) 94. 

®6Chem. Week, July 30 (1960) 28. 

7C. & E. N., Sept. 18, 1961. 

8Chem. Week, May 27, 1961. 

®°Oil & Gas Jour., April 10, 1961. 

10Mech. Eng., March (1959) 63. 

11Amer. Chem. Soc. Symposium, Chicago, Sept. 
1961—(Symposium—Div. of Petroleum Chemistry). 
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GROUP OF MUTUAL FUNDS 
COMMONWEALTH INVESTMENT CO. 
A balanced fund established 1932 
COMMONWEALTH STOCK FUND 

for long-term growth possibilities 
COMMONWEALTH INCOME FUND 

for current income 


COMMONWEALTH INTERNATIONAL 
AND GENERAL FUND 
for international investing 


Free prospectus 
from your investment dealer or 
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PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
: tlle sleidc en. POLICY Base (100): Bid Price 6/30/50 wee tare 
. selection and interpretation of ividend 7% on 
h data see July 1959 issue, p. 690. % common stocks, penn aver. month-end 
lower grade bonds & 10/31/61 . ‘ | 
t = Pe eit 6/30/50 to Bid& Bid offering price 
M ee Pre-War 10/31/61 Cap. only | Last 5-Yr. 
e Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 
|. BALANCED FUNDS 23 95.6 223.3 221.9 176.0 3.02 3.27 
: |’ American Business Shares. — 62.5} 62.5 48.6 72.4 97.5 174.3 174.0 126.6 3.03 3.44 1 
, , ieee rs TF... 68.8 70.2 651.2 63.1 96.3 215.3 207.7 1386.4 3.38 2.80 2 
a 3 Axe-Houghton Fund “B” ms Rad 75.3 175.3 67.7 55.5 95.9 238.2 236.9 181.3 2.35 2.85 8 
h & 4 Boston Fund 62.8 72.2 54.1 69.4 95.5 243.1 241.9 189.6 2.71 2.90 4 
te 5 Commonwealth Investment Co. 67.1 74.3 59.7 57.6 84.0 223.3 222.6 183.7 r ies & | 2.97 5 
. 6 Diversified Investment Fund, Inc. —-_---__-. 10:2 Ti 63:7 — B80 225.7 224.4 176.0 3.38 3.78 6 
| 7 Eaton & Howard Balanced Fund 67.1 70.9 59.9 67.0 96.3 226.2 226.2 192.8 2.85 2.95 7 
9 8 Fully Administered Fund (Group Securities) _.| 79.7 79.7 68.3 87.0 96.4 180.8 | 179.5 147.6 3.47 3.77 8 
at 9 General Investors Trust 67.9 80.7 55.4 91.7 97.2 213.6 206.9 144.8 3.59 3.84 9 
of 10 Investors Mutual... NA NA NA — 96.3 214.7 | 214.7 190.6 3.04 3.37 10 
he 11 Johnston Mutual Fund 123 79.9 56.4 — 96.6 292.5 292.5 245.6 1.93 2714 613 
‘ 12 Massachusetts Life Fund 66.7 69.2 58.0 —— P72 2017 201.7 181.7 2.94 3.10 12 
- 13 National Securities—Income series —._...- 84.7 91.8 82.7 — 96.8 189.8 188.3 147.7 4.26 4.70 18 
of 14 Nation-Wide Securities __. 64.0 63.1 54.4 82.3 97.2 206.2 206.2 162.5 3.09 3.42 14 
15 George Putnam Fund 765 TIA 63:3 83.5 97.5 273.9 273.9 223.4 2.44 2.89 15 
™ 16 Scudder Stevens & Clark Fund WW. 70.4 70.4 58.7 74.6 97.3 202.1 201.7 161.9 2.87 3.05 16 
17 Shareholders Trust of Boston 69.2 72.9 49.0 — 96.3 231.2 227.6 167.3 3.49 3.66 17 
ne- 18 Stein Roe & Farnham Balanced Fund —......... 69.1 69.1 51.6 — 96.8 273.9 273.9 218.9 2.66 2.77 18 
Du: 19 Wellington Fund _ 63.7 68.0 57.8 70.9 97.3 222.0 222.0 177.9 2.87 3.08 19 
ent 20 Whitehall Fund 56.5 58.0 50.4 — 95.8 217.7 215.8 164.3 3.33 3.49 20 
On- 
a FLEXIBLE FUNDS 73.3 95.8 275.1 273.0 214.0 2.54 2.98 
for 21 Broad Street Investing Corp. 92.0 92.0 77.3 65.1 93.7 311.5 309.4 256.9 2.98 3.36 21 
2 Delaware Fund _ 93.6 94.3 84.3 69.3 95.3 268.0 263.5 186.3 227 «S35 22 
23 Dreyfus Fund 88.7 99.9 52.7 — 96.6 465.5 460.5 390.2 1.81 1.98 23 
see 244 Fidelity Fund 93.6 96.4 80.2 — 95.4 330.3 328.5 267.0 2.28 2.95 24 
ical 25 Institutional Foundation Fund 76.0 88.5 75.5 — 95.5 264.0 264.0 200.2 3.17 3.71 25 
lec. | 26 Knickerbocker Fund -.. 93.66 95.5 63.0 | 101.0 96.4 198.5 | 194.4 128.4 2.93 3.19 26 
27 Loomis-Sayles Mutual Fund _. 74.9 75.4 49.5 60.5 96.6 210.3 209.6 149.2 2.61 3.01 27 
1 28 Mutual Investment Fund ___.. 87.1 90.1 55.8 84.6 95.7 193.0 191.3 145.2 2.67 2.96 28 
ES SS eee 62.2 66.8 53.2 78.4 97.2 196.3 196.3 148.5 2.93 3.44 29 
30 Selected American Shares 96.4 97.8 81.1 74.0 94.3 277.2 272.4 189.1 2.21 2.83 30 
31 Sovereign Investors 95.8 96.7 91.3 98.3 98.2 298.7 293.3 264.1 3.13 3.61 31 
upP» } 32 State Street Investment Corp. 89.1 93.9 85.7 56.8 95.3 248.8 248.8 166.1 2.10 2.39 32 
33 Wall Street Investing Corp. —...---____.___. 80.1 88.2 80.1 — 96.1 307.4 307.4 280.5 2.32 2.80 33 
34 Wisconsin Fund, Inc. _ ifn . 95.7 98.2 17.4 54.8 95.4 282.0 282.0 224.4 2.09 2.79 34 
q 
COMMON STOCK FUNDS 65.3 94.7 351.5 | 349.3 279.7 2.31 2.63 
) 35 Affiliated Fund* 90.3] 90.3 84.5 61.4 93.6 275.3 275.3 208.2 2.60 3.11 35 
Sept. 36 Bullock Fund 88.0 88.5 76.7 68.0 94.6 302.3 302.3 224.9 2.50 2.75 86 
stry). 37 Dividend Shares 89.7 91.0 81.6 73.5 93.6 280.4 276.6 224.3 2.49 2.88 37 
___ 4 38 Eaton & Howard Stock Fund 92.4 92.4 178.3 62.2 95.2 367.4 367.4 326.9 2.11 2.35 38 
39 Fundamental Investors 98.7 99.2 96.7 54.5 94.4 334.5 334.0 279.9 2.09 2.53 39 
40 Group Securities—Common Stock —....-]__ 98.9 99.1 90.4 — 95.1 268.6 |. 266.4 211.7 3.58 4.17 40 
41 Incorporated Investors 94.3 96.3 82.4 59.8 96.6 328.8 322.9 224.5 1.93 2.17 41 
42 Investment Company of America 88.8 95.5 74.5 64.1 94.1 340.0 340.0 236.2 2.15 240 42 
8 Keystone Growth Common (S-3) —..--- NA NA NA 71.7 97.4 382.1 | 371.9 246.1 1.60 1.98 43 
44 Massachusetts Investors Growth Stock Fund _. 92.2 99.7 90.0 69.6 94.7 480.3 480.3 416.4 1.29 1.61 44 
45 Massachusetts Investers Trust 98.2 99.7 917.3 76.6 95.3 369.8 369.8 336.2 2.51 2.97 45 
46 National Investors 97.0 99.6 96.4 57.6 92.7 448.1 440.0 355.2 144 1.938 46 
3% National Securities—Stock Series sinlttein 98.9 98.9 93.9 — 93.6 252.3 | 248.3 186.7 4.29 3.78 47 
1% T. Rowe Price Growth Stock Fund .___. 90.5 90.5 72.1 — 946 523.8 | 519.1 436.3 158 1.89 48 
4 Scudder Stevens & Clark Common Stock Fund..| 96.3 98.5 91.6 — 94.5 348.1 | 347.6 290.6 2.27 2.47 49 
50 United Income Fund 94.0 95.5 89.3 — 95.4 326.7 326.7 271.3 2.53 3.16 50 
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Funds Increase Interest 
in Banking Shares 


Investment companies showed marked 
interest in bank shares during the third 
quarter, stepping up their purchasing by 
one third from the already friendly at- 
titude evident in the preceding three- 
month period. According to the regular 
survey of portfolio operations of 100 
closed and open-end companies publish- 
ed by this writer in “Barron’s.” even 
though the over-all buying of common 
stocks decreased noticeably from the 
June quarter and both balanced mutuals 
and closed-end companies sold common 
stocks on balance. purchase transactions 
of banking equities approximated three 
and one half times the selling. 

Top favorites during the period were 
the chemicals, followed closely by the 








A mutual fund investing in “growth” 
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electric utilities. Buyers continued to 
favor the auto and auto parts shares as 
well as the merchandisers at about the 
previous quarter’s pace. Bulls outnum- 
bered bears two and a half to one in 
the rails and showed increased interest 
in the leisure and recreation shares, al- 
though American Machine and Foundry 
continued to be sold. Textiles were liked 
but with less conviction. New buying 
was particularly important in the paper 
and pulp group as well as the savings 
and loan companies, purchase transac- 
tions increasing 50% in the former and 
doubling in the latter. Opinion was di- 
vided in the electronic and electrical 
equipment shares, the steels and the 
foods. Profit-taking ruled the tobacco 
group and sellers took over in the petro- 
leum shares. 

First National City Bank of New 
York was the favorite bank stock with 
five funds buying over 38,000 shares. 
Continental Illinois and Wells Fargo 
American Trust were also well up on the 
list. Of special interest were the number 
of banks in the list of portfolio new- 
comers, such as Bank of Hawaii, Bay- 
state Corporation, Central National 
Bank of Cleveland and First National 
Bank of Cincinnati. 

Madison Fund (formerly Pennroad 
Corp.) has become especially partial to 
bank shares, a fact underscored by the 
remarks of its President, Edward A. 
Merkle, in his quarterly report to share- 
holders: “Perhaps the most significant 
change in our portfolio has been the 
increase in our investment in bank 
shares. In recent years, purchasers of 
bank stocks have been primarily con- 
cerned with steady income and periodic 
dividend increases, but the excellent 
long-term growth pattern has been given 
little attention in the marketplace. 
Moody’s Bank Stock Index shows that 
over the past ten years the growth rate 
errr has been compounding at the rate 
of 8% annually...... The moderate 
price-earnings ratio presently available 
in bank stocks, coupled with the ab- 
sence of recent radical increases in mar- 
ket price, suggest that over the last ten 











years bank stocks have sold primarily 
on a yield basis. We feel that there are 
few fields where stocks of good quality 
with promising prospects of increased 
earnings can be purchased at such rela- 
tively reasonable prices.” 

Other issues liked and bought on bal- 
ance by at least one half dozen manage. 
ments were (13) General Motors: (12) 
Ford; (11) duPont; (9) American Tele. 
phone, (8) Eastman Kodak, Southern 
Pacific, Standard Oil (N.1J.). Western 
Union (part with rights), General Elec. 
tric: (7) Financial Federation. Illinois 
Central, Polaroid, Rexall Drug. Uniohn; 
(6) Allied Chemical, Arkansas Louisi- 
ana Gas, Armco Steel, Boeing, Borg. 
Warner, Bristol-Myers, Burlington In- 
dustries, Coca-Cola, Continental Can, 
General Precision Equipment, W. R. 
Grace, Great Western Financial. Mon- 
santo Chemical, National Lead, Norfolk 
and Western, North American Aviation, 
Pepsi-Cola, Phelps Dodge and Socony 
Mobil Oil. 

Sales by at least six managements in- 
cluded (11) I.B.M.:; (10) Texas Instru- 
ments; (7) United States Steel; (6) 
American Machine and Foundry, Amer- 
ican Tobacco, Bethlehem Steel, Good- 
year, Litton Industries, 3M and Zenith 
Radio. 


Energy Fund Stresses 
Importance of Flexibility 
In Portfolio Management 


Donald C. Samuel, President of the 
$24 million Energy Fund, in reviewing 
his company’s preceding twelve month's 
investment procedure at a press confer- 
ence, stressed the value of limited size 
as a factor permitting the ready shift of 
emphasis dictated by the recent change 
in investment climate. What maximum 
size in a fund with his investment ob- 
jectives and policies might be desirable, 
he hesitated to designate, possibly $75 
million. Would Energy then close its 
books to additional subscriptions such 
as was done by the deVegh Mutual, ar- 
other “no load” fund, several years ago? 
Mr. Samuel did not commit himself. 

Sensing the coming reassessment 0 
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electronics-science stocks earlier in the of American management. “Practically British, Australian and Canadian com- 
year, in) the third quarter Energy made _ speaking,” he says, “there is little point panies. The remainder is invested in 
virtually no increase in this area of in- in trying to appraise the possible resid- foreign long-term bonds with a yield of 
vestment. but was readily able to cut ual value of securities in the event of a 514% to 6% and in Certificates of De- 
back somewhat and channel an addi- nuclear holocaust. The sensible attitude posit yielding 3%. 
| tional $3 million into electric utilities, toward investment problems in the face Sir Henry J. Tucker, General Man- 
| communication companies and seasoned of perils never before encountered is to ager of the Bank of Bermuda Ltd., is 
7 industrial companies. Energy was one of assume that reason will prevail... . If President of United International and 
: the ten managements listed above to so, the technological advances which Chauncey L. Waddell, Chairman of the 
: sell Texas Instruments. The recent have been achieved on both sides of Board of Waddell and Reed, also serves 
“semi-conductor hot war” has certainly the Iron Curtain may usher in a new _ the new fund in this capacity. Intercon- 
received its share of publicity, but Mr. era of unexampled prosperity for man-_ tinental Advisory Corp. Ltd., Invest- 
' Samuel explained that his management — kind.” ment Adviser, is headed up by Robert 
, had more fundamental reasons for event- ‘lhe gestation of Waddell and Reed’s W. Parsons, formerly Vice-President of 
;, ually eliminating its investment. Texas United International Fund, Ltd. was Bankers Trust, with William C. Cates, 
| Instruments, he explained, is‘ primarily first announced in these columns upon lately of F. Eberstadt and Co., his chief 
. 4 acomponents company, but the profits original registration one year and a half deputy. The Adviser has a service con- 
in the electronics field will go to the ago (April 1960, p. 355). It was eventu- tract with Compagnie Financiere de 
. “systems” specialists. Mr. Samuel added ally brought to market last April in an Suez while the Fund directorate itself 
. that the fund’s limited size had per- underwriting headed by Kidder Pea- includes men prominent in financial 
) mitted the ready shift in past years from body, Bache and Francis I. duPont. In circles of Canada, France, Switzerland 
q certain companies concentrating in the the meantime another Bermuda-based and the United Kingdom. 
. atomic field as well as out of a major company, but closed-end and non-divers- Sir Henry, United top man, pointed 
. position in oil and gas stocks. ified, Electronics International Capital out that “under Bermuda law, the Fund 
c. Dr. Bruce Netschert, a leading author- Limited, raised almost $15 million in is not required to pay any income tax 
is ity on energy and Director of the Wash- the American market to invest in estab- or any tax on capital gains.” U. 5. resi- 
1: ington office of National Economic Re- lished privately owned electronics com- dent shareholders under present U. 5. 
j- search Associates, detailed some of the panies of medium and large size located tax laws are liable for no income tax on 
g- developments the Fund would be follow- outside the United States. United Inter- the Fund’s earnings or eapital gains of 
n- ing in making its investments. In coal, national’s original $22 million has been the Fund, unless these are distributed 
n, there is of course the advance in auto- thus far invested 60% in equities of as cash dividends, but the Fund does 
R. matic continuous mining machinery; in more than 80 large Western European, not intend to pay cash dividends both 
n- oil new methods of recovery permitting yom - ’ 
Ik twice present recovery; in natural gas 
mn, the “sleeper” is the transport of liquified 
ny natural gas, which by reducing bulk to 
1/600th of normal, finally is freeing 
in- this energy source from the pipe line. 
6) World Tensions Fail 
to To Halt Formation . 
4 of New Foreign Funds 
ith The current tensions in international 
relations in various corners of the globe 
have failed to dampen enthusiasm for 
the organization and sale of investment A professionally 
companies concentrating their portfolios managed mutual 
in foreign investments. Bermuda-based fund investing 
the | United International Fund, Ltd. has in common and 
ring just opened its books to continuous pub- preferred stocks 
th’s | lic subscription under the aegis of its and bonds. 
fer | Sponsor, Waddell and Reed, and an- Objectives: current 
size | Other fund, also domiciled in Bermuda, income and possible 
tof | Worldwide Fund Limited, is expected to future growth. Look 
nge offer its shares through Burnham and over our record 
num Co. Of even greater interest is the intro- since 1932. Write 
ob- | duction of a new closed-end fund, Japan your Investment 
ible, | Fund, Inc., to specialize in investment in Dealer for free 
$75 securities of that far-eastern industrial prospectus, or— 
its Fe EATON & HOWARD, INCORPORATED 
such _ This might seem almost the wrong E & Ea 24 Federal Street, Boston 10 Mass. TE 
an ~~ to venture afar for investment but LAR a a ier decor = 
120! lip L. Carret, President of Pioneer osen 
. &§ Fund, spells out in his quarterly report : STREET 
tt of | What is probably the prevailing attitude bad ciTY 
aves @NOVEMBER 1961 
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for tax reasons and because long-term 
capital appreciation is the Fund's goal. 
“An American shareholder will become 
liable for Federal income tax,” ex- 
plained Sir Henry, “only upon the sale 
of his shares. If he has held them for 
six months or more, he will be liable 
only at the long-term capital gains rate.” 
The Fund prospectus cautions, however 
that “President Kennedy’s 1961 Budget 
Message suggested some change in taxa- 
tion of United States shareholders of 
foreign companies, but it is not clear 
what change, if any, will be made.” 
Worldwide Fund Limited, an open- 
end, non-diversified company, the third 
publicly distributed fund to be domiciled 
in Bermuda, expects initially to raise 
approximately $10 Million through 
Burnham and Co., its principal under- 
writer and distributor as well as invest- 
ment adviser, without benefit of a com- 
mission or sales load. Maurits E. Eder- 
sheim, partner of Burnham, will serve 
as president until the first meeting of 
stockholders. Investment, of course, 
will be concentrated in the foreign field. 
Bache and Co., Paine Webber and the 
Nikko Securities Co., Ltd. of Japan will 
be managing underwriters of the diversi- 
fied closed-end Japan Fund, Inc. The 


offering is expected to total $25 million, 


at least 80°¢ of which will be invested 
in Japanese securities, primarily com- 
mon stocks. Nikko will also serve the 
Fund as Investment Adviser while its 
portfolio securities will be held in cust- 
ody by the First National City Bank of 
New York, at its office in Tokyo. Robert 
I.. Garner. recently retired President of 
the International Finance Corporation, 
will serve the new investment company 
in a similar capacity. It is expected that 
an over-the-counter market in the shares 
of the Fund will develop in the United 
States and that price quotations will be 
carried in the financial press. 

In yet another development in the 
field of foreign investment, George Nel- 
son, head of the so-called “millionaire’s 
fund,” the Nelson Fund, which holds 
some 40% of its $5 million portfolio in 
foreign securities, warned the Society of 
Junior Security Analysts about the “dif- 
ficulties of action” in investing in Euro- 
pean securities. Mr. Nelson, a continen- 
tal native who is probably as often seen 
in the financial centers of Europe as in 
his Wall Street office, like Mr. Samuels 
of Energy Fund, underscored the value 
of a small-sized portfolio. Competition 
of the many big funds for the securities 
of the relatively few publicly held Big 
European industrial and financial insti- 





tutions makes these stocks relatively 
high priced as compared with those of 
smaller companies which “have a small. 
er marketability and therefore do not 
lend themselves as vehicles for invest. 
ment by large investment companies,” 
Mr. Nelson summarized his thoughts on 
how to handle European securities with 
the following five commandments: 

I. Thou shalt not for a vain end com. 
pare price-earning ratios of European 
stocks with similar U. S. stocks, thus 
creating a false image. 

Il. Thou shalt not select European 
stocks exclusively on strength of bal. 
ance sheets and earning statements from 
company reports. 

III. Thou shalt travel as often as pos. 
sible to Europe and consult with Euro. 
pean Bankers preferably speaking their 
own language and adopting the tribal 
rituals of Europeans during your stay. 

IV. Thou shalt consult with reputable 
Investment Bankers in Wall Street who 
are experts in Foreign Securities; thou 
shalt read regularly European publica. 
tions. 

V. In order to stand all the gastro- 
nomic dining you will be exposed to, 
entertaining European Bankers or being 
entertained by them, thou shalt have a 
good and healthy liver. 
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ESTATE SIDE OF LIFE INSURANCE 


YEAR OR SO AGO, W. ALLEN WAL- 

lis, dean of the Graduate School of 
Business. Chicago University, said he 
believed some widely discussed govern- 
ment statistics are subject to a margin 
of error as high as 20 per cent. For ex- 
ample, when it is said our gross national 
product is $500 billion, the actual total 
might be $400 billion or $600 billion. 

I was reminded of this at lunch the 
other day, when a man who owns and 
manages a business doing about two 
million in annual sales said he pays little 
attention to overall statistics such as 
GNP. He thinks they may be “danger- 
ously misleading to the businessman 
who’s trying to stay in business.” 

He told me: “My problem is not so 
much how to increase volume — it’s to 
find out how much volume I can do and 
still make a profit. This is contrary to 
the American tradition that the bigger 
you are the better you’re doing, but the 
simple truth is I could double my sales 
and wind up making half as much as 
I'm making now — or maybe making 
nothing at all.” 

Then he said: “If you want to know, 


_ that’s the real reason I’m insured for a 


quarter of a million in favor of my 
business. If I die, I intend to be sure 
there’s some cash in the bank while my 
son’s making up his mind whether to 


carry on or sell out.” 


That may or may not be a sound or 


| even a sufficient reason for a business 


to own $250,000 of life insurance on 
the man who runs it; but I’m convinced 
it’s his reason: and, perhaps dressed up 
with a few rationalizing frills, it could 
describe the buying reasons for a pretty 
big slice of the several billions of key 
man life insurance in force today. 

Most business is speculative. Some- 


times the risk stems diréctly from the 


nature of the business; more often, suc- 
tess or failure depends largely on man- 
agement know how and skill. When an 
individual business is fortunate enough 
to be headed up by a man who has 
whatever it takes to operate it at a con- 
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sistent profit, his death almost has to 
pose some serious questions. 

My friend was probably making a lot 
of sense when he said he wants to be 
sure “there’s some cash in the bank.” 
Whether we’re to have inflation, defla- 
tion or the status quo, a thick cushion 
of dollars should make things a lot more 
comfortable for whoever has to decide 
“whether to carry on or sell out.” 

Naturally, even in a one-man business, 
it isn’t always one man who’s the firm’s 
key to profits (though, where there are 
several key men, there’s usually one 
who keeps the others working as a 
team). When there are say three or four 
men holding responsible jobs in a close- 
ly controlled business, or even one that’s 
big enough to have gone public, it can 
be a difficult assignment to decide how 
and how much each man influences total 
profits. 

A formula for making a key man 
evaluation, based on a firm’s profit and 
loss and balance sheets, was discussed 
at the Million Dollar Round Table meet- 
ing in June of this year — and I’ve 
since been told it is now being used by 
a number of men who sell a substantial 
volume of key man life insurance. I can 
tell you a little about a specific applica- 
tion. 

The jobs of the sales manager, treas- 
urer and plant superintendent of a cor- 
poration doing $3 million of sales were 
to be analyzed, the profit responsibility 
of each estimated, and the men holding 
the jobs insured. 

At the time this was done: work in 
process totalled (I understand typically ) 
$340,000; inventory $38,000; accounts 
receivable $280,000. Terms to custom- 
ers, net 30 days. Capital turns over five 
times a year. Gross profit averages 24 
per cent. 

This business must borrow unless ac- 
counts receivable are collected inside 30 
days. It was estimated by top manage- 
ment that 75 per cent of collections are 
automatic — and the remaining 25 per 
cent come in on time (their collection 


record is excellent) because the treas- 
urer is good at his job. 

Using those facts, here’s how the 
treasurer's job was rated. 

If he dies, it might take several 
months for his replacement to get things 
running smoothly again. If they fell as 
much as a month behind in collections, 
they might easily build up a loan of as 
much as $200,000 and it could be a year 
before they'd get ahead again. The 
president decided he wanted enough life 
insurance on his treasurer to cover the 
interest on a maximum loan for one 
year, and he put this at $12,000. 

Then he said they’d be almost certain 
to lose something on their marginal 25 
per cent of collections. He estimated this 
possible loss as a fourth of one full 
month’s sales — $62,500. 

The treasurer was therefore insured, 
in favor of the corporation, for $75,000 
— $62,500 for collection losses, $12,000 
for loan interest, rounded to the next 
$500. 

The man who gave me this for-in- 
stance says: “The formula is iffy — 
plenty of room for errors in judgment 
— but it is a formula. When applied 
by a man who knows how his business 
operates — and if it’s a successful busi- 
ness, you can be sure there’s someone 
there who does know — it’s about the 
most practical approach I’ve seen to 
determining how much a key man is 
worth, and why.” 

There isn’t space for it here, but if 
any reader wants to know how the 
formula was applied to the jobs of the 
sales manager and plant superintendent, 
I’ll try to get it into a letter. 


SUBCHAPTER S CORPORATIONS 


BOUT THREE MONTHS AGO, I READ 
A that spot checks indicated less than 
half of the proprietors and partners 
eligible to operate as Subchaper S cor- 
porations had even considered doing it. 

I’m inclined to make these sweeping 
observations myself, so I’m usually sus- 


1057 





picious when someone else does it — 
and this one seemed especially suspect. 

When the Technical Amendments Act 
of 1958 made it possible for most close- 
ly held corporations, new or existing, 
to have their income taxed to the own- 
ers as individuals — thus avoiding the 
so-called double tax on dividends — I 
thought the news would get around at 
once to all the partners and proprietors 
who should be interested. Why wouldn’t 
they? By incorporating their businesses 
in this new, relatively painless way, part- 
ners and proprietors could get the per- 
sonal benefit of corporate, before-taxes 
buying of group, accident and sickness 
and hospitalization insurance; it would 
also allow them to participat? in tax- 
favored pension and_ profit 
trusts. 

It looked like a spate of guaranteed 
bargains for the businessman, and a 
sales bonanza for the life insurance man. 

So far as I knew, thousands of firms 
had become Subchapter S corporations 
— and I understood that in most in- 
stances employee plans had been in- 
stalled. | decided, therefore, to do some 
spot checks on my own; I couldn't be- 
lieve that more than half of these prime 
prospects were still uninformed - 
so uninterested. 
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Since the end of July, I’ve talked with 
the heads of six one-man businesses and 
seven partnerships — all unincorpo- 
rated, none previously known by me. 
Three of these firms are in California, 
two in one of the Mountain states, two 
in New York, six in New England. 

In each instance, I introduced myself 
as a writer doing some research for an 
article (I guess this is the article) on 
the interest of businessmen in a tax law 
change that could affect them directly. 

Then I asked if they were familiar 
with the new form of optional tax cor- 
poration, made possible by the Technical 
Amendments Act — “The setup,” I'd 
add, “that gives you the option of ope- 
rating your business as a corporation, 
but paying your income taxes as indi- 
viduals, just as you do now.” I built 
myself a cumulative surprise. 

Three of the partnerships and two of 
the proprietors knew what I was talk- 
ing about; one proprietor and one part- 
nership had considered the possibilities 
for them, including personal fringe 
benefits, but had decided against the 
move. The remaining three who had 
heard of the Act said, in effect, “It’s a 
lot of government gobbledegook — just 
a more complicated and expensive way 
of doing what we’ve been doing for 
years.” 

That left eight firms whose owners 
hadn’t even a vague idea of what my 
question meant. Of this group of eight, 
three couldn’t get rid of me fast enough; 
the other five asked questions of their 
own, and two of them said they were 
going to explore this thing with their 
lawyers and accountants. 

It’s a long time since I’ve tried to do 
any actual selling, so I could be under- 
estimating the difficulties; but I had 
the definite feeling one of the firms that 
had turned the idea down would recon- 
sider, one of the three that knew about 
the Act but didn’t understand it could 
easily be interested in a profit sharing 
plan (this was a sole proprietor who 
had no notion that he could participate, 

too, or of what a tax saving it would 
be to him if he did), and I'd think 
three, possibly four, of the five who 
didn’t know and asked me questions 
would be worthwhile prospecis for al- 
most any enterprising life insurance 
man with fringe benefits to sell. Whether 
I’m right or wrong on this, I certainly 
failed to punch any holes in the report 
that less than half of the businessmen 
have heard about Subchapter S. 

Even so, these tax-option corporations 
are blossoming all over the place. 

For example. A broker’s son was 





active in his business. He also had an 
invalid daughter who depended on him 
for support. He hadn’t been willing to 
incorporate his business because this 
would block getting income to his 
daughter without paying dividends, and 
for him dividends were out. The ney 
corporate setup was exactly what he'd 
wanted. All profits not needed in the 
business could be distributed to the 
stockholders, and taxed at their individ. 
ual rates. Once incorporated, the com. 
pany bought life insurance on_ the 
broker’s life, to redeem part of his stock 
at his death. It also insured the son for 
enough to buy back his stock if he died 
— to keep his widow and her possible 
second husband out of the firm. 

In another instance, a sole proprietor 
incorporated and elected to be taxed 
as he had been. Hospitalization and 
major medical insurance for him and 
his family, paid for by the business, 
became deductible. In his tax bracket, 
each $1,000 of premium would have 
cost him more than $2,000 of before. 
taxes income. 


Then I’ve heard of a calendar year 
sole proprietor who wanted to buy life 
insurance on his own life — to provide 
income for his wife if he dies, and to 
help fund an income for himself if and 
when he retires. By incorporating the 
business and closing its first fiscal year 
at the end of six months, enough was 
saved in that year’s income taxes to pay 
the first premium for the life insurance 
he wanted. An associate asked him how 
he expected to pay the second year’s 
premium, and I understand he said: 
“Any time I can use found money to 
pay one premium on some life insur 
ance I need, Ill take my chances on 
digging up the money for premiums 
that come along later.” At that, life 
insurance with one premium paid 3 
quite a bargain. 


Probably more businessmen should 
know more about the opportunities it 
Subchapter S. There are some requilt- 
ments to meet, but nearly all closely 
owned businesses can qualify if they 
want to, 

A A A 


e The School of Financial Public Rela 
tions will hold its 1962 session July $2 
on the Chicago campus of Northwestelm 
University. The freshman class, formerly 
limited to 50, will be expanded to 10, 


divided into two sections for maximum © 
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TRUST OPERATIONS and ADMINISTRATION .... 


GEORGE C. BARCLAY 


Contributing Editor 


CAN CAPITAL GAINS TAXES BE CHARGED TO 
INCOME ACCOUNT? 


HE ?ROBLEM OF THE PROPER ALLO- 
7. of charges to or between 
principal or income manages to arise in 
rather unexpected ways. In two recent 
New York cases an attempt was made 
by those interested in the remainders of 
trusts to charge capital gains taxes to 
the income accounts. In neither case did 
the effort succeed but the arguments put 
forth could well be raised elsewhere and 
in fact somewhat similar cases had been 
previously decided in Pennsylvania and 
Massachusetts. Although the two cases 
arose on quile different factual situations 


they are cognate and hence can be con- 


sidered together. . 
The first case in point of time is 


3 


Matter of Dick,! decided by the Surro- 
gate of New York County. There had 
been extensive sales of trust securities 
in 1957 with resulting capital gains as to 
which a capital gains tax of some $30.- 
000 was incurred, This was charged in 
the first instance to the principal of 
the trust but upon an accounting the 
trustee sought to make the life benefici- 
ary bear a portion thereof. Certain 
other payments, chargeable as a matter 
of trust law to principal, were allowed 
the beneficiary as tax deductions pursu- 
ant to Sec. 643 of the Internal Revenue 
Code of 1954. The trustee’s position was 
that as a matter of equity the life bene- 
ficiary ought to be charged with that 
part of the capital gains tax which was 
incurred because these other principal 
charges were not available to the trust 
itself as a partial offset of the capital 
gains. In other words, he argued that 
the excess of capital gains tax over the 
lesser amount thereof which would have 
been incurred had the deductions been 
usable by the trust represented a benefit 
to the life tenant for which the trust 
principal ought to be reimbursed. 
Under the 1939 Code, principal ex- 
penses such as attorneys fees and trus- 
tees commissions could be used to offset 
capital gains of a trust. However, it 





1New York Law Journal, June 12, 1961, p. 17. 
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often happened that the trust had no 
capital gains or other items of taxable 
income against which such charges 
could be applied. Thus the benefit of 
such deductions were often wasted. It 
was the stated purpose of Congress in 
enacting Sec. 643 and related sections 
of the 1954 Code to correct this injus- 
tice. Thus a new concept of “distribut- 
able net income” was established which 
specifically provided that such charges 
should be used to reduce, for purposes 
of computing a taxable net income of 
the beneficiary, the gross income as 
normally thought of. Only if the charges 
exceeded the gross income could such 
excess become available to principal. 
The Dick case illustrates how this new 
concept served to create a new and 
doubtless totally unintended hardship to 
the principal account under its particular 
circumstances. 

The Surrogate sustained an objection 
to this allocation of the capital gains tax 
on the specific ground that he did not 
have the authority to alter the impact 
of the tax statute. In doing so he dis- 
agreed with the contrary conclusion 
reached by the Orphans’ Court of Mont- 
gomery County, Pa., in Estate of Elea- 
nor Elkins Rice.* This case involved is- 
sues arising out of a settlement of dis- 
agreements between Dr. Rice, the wi- 
dower, life beneficiary and a co-trustee, 
and his step-children who were co-trus- 
tees and, with their children, presump- 
tive and contingent remaindermen. As 
a result of the settlement securities had 
to be sold to meet some very large pay- 
ments. Such sales resulted in the princi- 
pal of the trust realizing capital gains 
amounting to some $400,000, thus in- 
curring a capital gains tax of around 
$100.000. The step-children, as account- 
ing trustees of an account in which Dr. 
Rice did not join, sought to charge this 
tax against him personally. The court 
overruled his objection and allowed the 
charge. 


2Reported as Rice Trust, 6 Fid. Rep. 225 (1956). 





There were substantial attorneys fees 
in the Rice case, payable in part from 
income and in part from principal. The 
fee chargeable to principal amounted to 
more than $200,000. In, to me, a most 
imprecise opinion, the court stated that 
of the $400,000 of capital gains one-half 
was tax free and the other half taxable 
at 50%. As to the taxable half, this, said 
the court, was used to pay the attorneys 
fee chargeable to principal and thus 
there were no gains to tax. In this pecu- 
liar fashion the court took the case out 
from under the section of the Pennsyl- 
vania Principal and Income Act of 1947 
which specifically charges to principal 
any tax levied “upon profit or gains . 
notwithstanding said tax may be de- 
nominated a tax upon income by the 
taxing authority.” The court said that 
the Pennsylvania act was adopted in 
contemplation of the 1939 Code. Now 
that the 1954 Code has created a situa- 
tion where there are no gains to tax, 
it somehow becomes inapplicable. 


Actually, even under the 1939 Code, 
there might have been taxable gains. 
Prior to October 20, 1951, it is true 
that only one half of the capital gains, 
or $200,000, would have been carried 
to the fiduciary return and this would 
have been entirely offset by the attorneys 
fee. By amendment effective that date, 
however, the entire $400,000 capital 
gain would have been carried to the re- 
turn and, after deducting the attorneys 
fee, there would have remained an ex- 
clusion of 50%, or $100,000, and a 
50% tax on the ultimate balance, result- 
ing in a tax of $50,000, even after the 
trust had obtained the benefit of the 
deduction of the fee. 


The Pennsylvania Principal and In- 
come Act of 1947 is perfectly clear as 
to the impact of the charge. In the 
writer's opinion the court fell into error 
in letting a change in a federal income 
tax act operate as a kind of repealer of 
the specific language of the state statute. 
In fact, the court used as its justification 
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a federal tax consequence which’ had 
actually been changed in 1951. 

The Pennsylvania judge found an 
analogy in, and the New York judge 
distinguished Matter of Warms.*® This 


case involved executors and not trustees. 


The executors elected to permit the in- 
come beneficiaries individually to de- 
duct certain principal charges rather 


than to use them as deductions on the 
estate tax return. The court permitted 
reimbursement of principal for that pro- 
portion of the. federal estate tax which 
would have been saved if the deductions 
had been utilized for estate tax purposes. 
It said: 


“The tax option which results in a 
benefit to the income beneficiary ... 
should not be exercised to the detri- 
ment of the remaindermen. The re- 
mainder interest is entitled to the 
benefits which would have resulted 
if the expense with which it is 
charged had been deducted on the 
estate tax return. The question which 
would have arisen if the executor had 
no option but would have had to de- 
duct from income taxes an expense 
otherwise chargeable to principal need 
not be here decided.” 


Judge Taxis, in Montgomery County, 
thought the analogy of the Warms case 
to the Rice situation was close. Surro- 
gate Cox, in New York County, distingu- 
ished Warms on the ground that there 
the executors had a statutory option to 
charge the expenses to either income or 
principal, — the very point that the 
court in Warms foresaw. It is clearly 
inequitable to charge principal with a 
tax arising entirely because of a consci- 
ous benefit given by the executors by 
the income beneficiaries. In the Dick 
case the Surrogate found that Sec. 643 
of the Code is mandatory so that there 
was no discretionary act on the part of 
the fiduciary that benefited income at 
the expense of principal. 

This type of situation is quite likely 
to arise in other jurisdictions and it will 
be interesting to see how it is resolved 
elsewhere. It seems to the writer that 
the Dick case is correct. The tax law, 


having no effect on trust law, requires ° 


the fiduciary to give the life beneficiary 
certain advantages. In attempting to 
cure an existing injustice, the tax law 
may have created a new and different 
one. In such case the remedy should be 
sought from Congress, not from the 
state courts. An obvious solution would 
be to amend Sec. 643 of the Code so 
that charges to principal should first be 
applied in reduction of taxable capital 
’ gains and that only the excess of such 


3140 N.Y. Supp. 2d, 169. 





charges, if any, should be available to 
the life beneficiary. In this way the 
principal account would not be penal. 
ized and yet the full amount of the 
deductions would not be wasted. 

The other similar case in New York 
is Matter of Simmons,* decided by Sur. 
rogate Di Falco. Here the issue was 
more unusual. The will provided that 
all stock distributions should be turned 
over to income. The trustee received a 
100% stock dividend and gave it to 
the life beneficiary. This reduced the 
cost basis of the original stock to the 
trustee by 50‘. Later the trustee sold 
its shares at a price which, though less 
than the original cost, was greater than 
the reduced cost basis. Thus the trust 
incurred a taxable capital gain with re- 
spect to a security sold at a loss. On 
an accounting, the special guardian 
representing infant remaindermen 
urged that the capital gains tax be 
charged to income, pointing out the in- 
congruity of principal having to suffer 
a capital gains tax as a result of a sale 
at a loss to the trust whereas the life 
beneficiary was getting all the benefit of 
the dividend. The court disallowed the 
objection on the general ground that a 
rule as asked for by the special guardian 
would unduly complicate trust admini- 
stration and could have unforeseeable 
consequences which might be detrimen- 
tal to other beneficiaries in other cases. 

The guardian had pointed out that 
there had been other stock distributions 
which had already been delivered to the 
life beneficiary but where the original 
shares had not been sold out of the 
trust and that there was a_ possibility 
that the same factual situation might 
arise as to them; also that further stock 
dividends could be expected to be re- 
ceived in the future. The court felt that 
these arguments presented some of the 
difficulties which might arise if the 
guardian’s position were to be adopted. 
Some kind of reserve would presumably 
have to be set up against possible future 
capital gains taxes incurred as the re- 
sult of possible future sales of the 
original securities, the timing and 
amount whereof would be completely 
unpredictable. This, the court said. 

would do’ nothing but bring confusion 

into the administration of this trust and 
others with similar provisions as to the 

turning over of stock distributions 1 

income. 

In this connection the Massachusetts 
case of Third National Bank v. Camp- 


bell® seems very much in point. There 


4New York Law Journal, Aug. 25, 1961. 
5336 Mass. 352, 145 N.E. 2d 703 (1957). 
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the trusi held shares of two real estate 
trusts and during the years 1941 to 
1952, out of some $33,000 of dividends 
received. some $28,000 were earmarked 


as returns of capital and hence were | 


“tax exempt” to the income beneficiary 
to whom they were paid. In 1953 the 
the trustee sold the shares at a substan- 
tial profit which was augmented by the 
fact that the $28,000 in question had 
reduced the cost basis. On the account- 


ing the guardian for remainder inter- 


ests asked that so much of the capital 
gains tax as was occasioned by the re- 
duction of the cost basis of the shares 
should be charged to ncome. 


After finding that under the Massa- 
chusetts rule, whereby cash dividends, 
generally speaking, are allocated to the 
income beneficiary, the $28,000 had 
been properly paid to the beneficiary in 
this case, the court declined to accept 
the guardian’s argument. Its cogent dis- 
cussion is quoted here: 


“Under circumstances like those 
here presented, it would manifestly 
be impractical to withhold as a reserve 
a portion of each cash dividend, equal 
to the estimated future capital gains 
tax on that portion of the dividend 
which represents a tax exempt return 
of capital, in order to provide for the 
eventuality that at some time in the 
future the shares producing the divi- 
dend will be sold at a profit. By our 
usual allocation rules the life tenant 
is entitled to the whole dividend. The 
shares may never be sold during the 
life of the trust or may even be sold 
at a loss. Any capital gain in fact 
realized may be offset by capital losses 
on other trust investments or by a 
carry over capital loss. It would cer- 
tainly be unfair to charge the whole 
of such capital gains tax as is caused 
by the prior distribution of the ‘tax 
exempt’ income solely to the income of 
that one of a series of life tenants 
who happened to be entitled to the 
trust income at the time the gain was 
realized. One or more of the life ten- 
ants who have received the benefits of 
such cash dividends of ‘tax exempt’ 
income may have died before it has 
been determined that there is to any 
tax upon the sale of the shares. The 
tax laws or the rates of taxation on 
capital gains may change after the 
dividend is paid, thus confusing any 
system of reserving the future gains 
taxes. Other uncertainties and prac- 
tical difficulties may be imagined 
which would make impossible the fair 
applications of any rule charging in 
part to income taxes on such capital 
gains. Such a rule could easily be- 
come a great obstacle to efficient, 
simple trust administration.” 


These two cases, while obviously cor- 
rectly decided, show how plausible can 
be the claim that a contrary result would 





have been more equitable. 
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members of the American Bar As- 
sociation’s Standing Committee on Un- 
authorized Practice of the Law discussed 
that Committee’s “Information Opinion 
A of 1961” before members of the Amer- 
ican Pension Conference. Mr. Jonathan 
F. Ells and Mr. Raymond Reisler were 
both concerned in the formulation of 
Opinion A, and the attentive audience of 
nearly 250 actuaries, attorneys, trust and 
insurance company officials, and pension 
plan administrators were testimony to 
the seriousness with which pension ad- 
visors are treating the Bar Association’s 
cri de coeur. The Opinion was, in fact, 
summarized in last month’s issue of this 
column. 

It was implicit in the two speakers’ re- 
marks, and in their replies to the long 
series of questions they were asked, that 
there are presently relatively few attor- 
neys who are expert in the field of pen- 
sion and profit-sharing plans. However, 
this is no excuse for the layman to as- 
sume the duties of the lawyer. When a 
doctor is unavailable the pharmacist may 
not prescribe a drug, no matter how 
knowledgeable he is in these matters and 
however urgent the situation is. The at- 
torney has been qualified by the State, 
screened for character and fitness, and 
is subject ot summary discipline of the 
Courts. All this to protect the public and 
their civil liberties. The Bar Association 
cannot close its eyes to unauthorized 
legal practice even where it appears tem- 
porarily expedient, or where the lay 
practitioners appear very expert. 

As Mr. Reisler pointed out, a group of 
distinguished attorneys of the American 
Bar Association studied the pension sit- 
uation in this country for 18 months be- 
fore producing its Information Opinion 
A. This review convinced it that legal 
advice and research were needed by the 
employer who was considering an em- 
ployee benefit program. Such an employ- 
er had to be protected from unauthor- 
ized practitioners, some of whom used 
sales devices to further their own ends 
to the detriment of their “client.” While 
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the layman was entitled to activities such 
as actuarial services (which are not re- 
stricted to professionally qualified ac- 
tuaries!), brochure preparation, and 
counseling of a general nature, he was 
excluded from the preparation of docu- 
ments for a client, from advising on any 
specific tax question, and from represen- 
tation of a client before the Treasury. 
Corporations or consultants employing 
qualified attorneys were not permitted to 
substitute the advice and draftsmanship 
of these individuals for the advice and 
draftsmanship of the employer’s own at- 
torney. The moment any individual (or 
corporation) said: “Here is a written 
plan, Mr. Jones, that will fit your situa- 
tion and will qualify for tax deduction,” 
he (or it) was practising law. 


As we have mentioned, Messrs. Ells 
and Reisler answered numerous ques- 
tions after their formal remarks. Some 
of these queries and their answers — 
which, of course, do not bind the Amer- 
ican Bar Association — are summarized 
below. 


(1) A trust or insurance com- 
pany, or lay consultant, may promul- 
gate general information about the 
effect of the tax laws on pension plans, 
but can such an entity provide tax in- 
formation in a personal conference 
with a client? Yes, provided no specific 
information is given about the client’s 
own tax problems. 


(2) Most Group Annuity contracts 
contain clauses which are designed to 
qualify the policyholder’s pension 
plan. Thus, termination within the 
first ten years calls for restrictions 
laid down in Mimeo 5717, and the em- 
ployer’s premium payments in a given 
year may be limited (above and be- 
low) because of corresponding restric- 
tions in the Tax Regulations. Should 
the insurance company refuse to ex- 
plain to the employer the purpose of 
such provisions? Yes, it is the em- 
ployer’s attorney who bears the re- 
sponsibility for such interpretation. 
If he requests clarification from the 
insurance company this may be eiven, 
but it must not be offered to the at- 
torney through the employer himself. 
However, the insurance company’s 
representative may explain to the em- 
ployer the cost (but not the tax) im- 


plications of its premium limitations, 
[It would seem that the insurance 
company could not explain the direct 
effect of Mimeo 5717 on a particular 
employer’s executives, since this would 
involve the interpretation of a legal 
document in a specific case.] 


(3) What is a pension consultant 
(trust company, insurance company) 
to do if an employer refuses to con- 
sult his attorney in the preparation 
of a pension plan? Insist that this is 
tne only way the necessary documents 
can be compiled. If the pension con- 
sultant (trust company, insurance 
company) prepares these documents 
and enables the client to file them 
with the Treasury for qualification 
he is guilty of unauthorized practice 
of the law. 

(4) When an actuary prepares his 
(annual) certification of the maxi- 
mum amount deductible under Sec. 
404 of the Tax Code how should he 
phrase this to his client? He should 
state that the limit has been calcu- 
lated in accordance with Sec. 404, but 
should leave the judgment about its 
tax-deductibility to the client’s at- 
torney. 

(5) Cana pension (or profit-shar- 
ing) plan draft, or a trust company’s 
standard form of trust, be submitted 
directly to the counsel of the employer 
establishing the trust? Only if the 
client’s attorney seeks this draft on 
his own initiative. The pe~sion con- 
sultant, or his “house attorney,” may 
confer with the client’s lawver and 
make his specialized knowledge (i- 
cluding his criticism of a plan the at- 
torney has drafted) availeble to him. 
The consultant or trust company mav 
not proffer a “draft” or “standard 
instrument to the client with the sug- 
gestion that it be passed on to his at- 
torney. Said attorney has the 1 
sponsibility of producing his own !"- 
struments adapted to the client’s pl 
ticular circumstances. 


We have a suggestion to make abou 
question (5). In general, a trust col 
pany is not prepared to accept trustet 
ship of a pension or profit-sharing plat 
under the terms of an instrument written 
by a client’s attorney without referent 
to its own standard procedures. We be 
lieve, therefore, that every attorney 
would be well advised to obtain from 
the proposed trustee its “standard” i 
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strumer: in advance of drafting his own. 
He may then see to what extent this in- 
strumei:' fails to protect his client, and 
make c:rresponding changes — which 
may be unacceptable to the trust com- 
pany a- trustee. In other words, we 
recommend that no trust company 
“hands cut” its standard form of trust 
instrume:.t except to attorneys. On the 
other hand, the more attorneys that have 


this acceptable form the less will be the 
revision required by the trust company’s 
“house allorneys” to drafts prepared by 
employer s attorneys. 


The situation is rather different as re- 
gards to the plan itself. In order to pro- 
vide cost estimates for a pension plan 
previously discussed with an employer 
(with due reference to his attorney on 
all specific points of tax law concerning 
that plan) the actuary must havé full 
details of all the benefit and financing 
provisions that the employer wishes to 
be made the basis of the plan. Thus, for 
example, he must know the precise defin- 
ition of disability to be used in the plan 
if he is to forecast benefit payments 
emerging under this head. He must also 
know: (i) the employer’s wishes con- 
cerning “credited service” in great de- 
tail, (11) to what extent “cash options” 
are to be made available on retirement, 
(iii) what (if any) benefits are to be 
paid on the death of vested employees 
prior to attaining age 65, and so on. In 
fact, he must set down in complete de- 
tail all the plan provisions that affect his 
cost calculations — and this includes 
nearly every provision in the plan — if 
he is to make the estimates that will 
largely determine whether the proposed 
plan is acceptable. While he will not re- 
fuse to value a plan already drafted in 
its entirety by an attorney, his labor 
(and his fee) will be correspondingly 
greater if he has to estimate the cost of 
benefits that he may consider “actuarial- 
ly unsound.” 


In other words, if the actuary has ini- 
tiated a plan with an employer, he will 
have to write down a layman’s version 
of the benefit and financing provisions in 
great detail. He will, quite properly, bill 
the employer for this detailed plan de- 
scription, and it will be up to the em- 
ployer’s attorney to rephrase this — 
with possible repercussions on the ac- 
tuarial cost estimates — and supplement 
it where necessary. 


We add, in conclusion, that we are 
not moved by the statement that the lay- 
man may not declare that a plan fits a 
given employer’s situation or that it will 
qualify. In the first place, relatively few 
Pension plans are established as tax gim- 
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micks so that a set of suitable benefits 
is usually chosen independently of tax 
and/or legal considerations. Therefore, 
surely the consultants may say that the 
plan meets the employer’s situation even 
though the employer should then consult 
his attorney about all tax aspects of the 
plan. Secondly, the employer’s ability to 
file a plan for qualification by the Treas- 
ury without losing a dime if it fails to 
qualify, effectively does away with the 
need for any one — lawyer or layman 


— to state that a given plan “will quali- 
Sg 
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Investment Liberalization 
Sought for N.Y. Pension 
Plans and Annuities 


The Equitable Life Assurance Society 
has proposed to the New York Joint 
Legislative Committee on Insurance 
Rates and Regulation that the law af- 
fecting pension plans and annuities be 
altered to permit! at least partial service 
of annuities through equity investments 
in separate accounts. It is contended by 
Equitable’s president, James F. Oates, 
Jr., that the recent decision in favor of 
Connecticut General Life Insurance Co. 
against New York State permits an out- 
of-state company to operate in a manner 
forbidden to state-domiciled companies. 

Restrictions upon equity investment 
for life companies have caused employ- 
ers to turn in greater degree to trustees 
not so restricted when setting up em- 
ployee retirement plans, Mr. Oates point- 
ed out. 


Pension Conference at NYU 


“Current Trends in the Pension Trust 
Field” was the theme of the Pension 
Trust Conference presented on October 
5-6 by the New York University Gradu- 
ate School of Business Administration 
in cooperation with the Corporate Fi- 
duciaries Association of New York City. 
Over 100 corporate pension officers par- 
ticipated in the meeting. The speakers 
and their topics were: 

Isidore Goodman, chief of the Pen- 
sion Trust Rulings Branch, United 
States Treasury Department, Internal 
Revenue Service, “Current Tax Prob- 
lems.” 

George C. Main, vice president — Fi- 
nance, Westinghouse Electric Corpora- 
tion, “Investment of Pension Funds 
from the Employer’s Standpoint.” 

Willard E. Solenberger, program con- 
sultant, Social Security Department, 
United Automobile Workers of Amer- 
ica, “The Unions’ Attitude Concerning 
Pension Investments.” 

Robert A. Wishart, associate actuary, 
George B. Buck, consulting actuaries, 
“Common Stock Appreciation — Meth- 
ods of Utilizing Unrealized Gains.” 

James W. Toren, vice president and 
head, Pension Trust Division, The First 
National City Bank of New York, “Pri- 
vate Placements and Leasebacks.” 

Maurice F. Lipton, actuary, Kwasha, 
Lipton & Company, “Widow Benefits.” 

On Friday afternoon a panel session 
on ‘Problems and Trends in the Pen- 
sion Trust Field” was conducted by Dr. 
Marcus Nadler, professor of finance at 


NYU. 
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POST MORTEM PLANNING 
(Continued from page 1002) 


beyond the period of time reasonably 
required for an orderly administration, 
the estate will be ignored as a separate 
taxable entity and its income and de- 
ductions considered those of the benefi- 
ciary. 


Capital Loss Deduction 


Excessive distributions will eliminate 
the taxable income of the estate.”* there- 
by losing the estate as a taxpayer, con- 
trary to the desired objective of utilizing 
the estate’s lower income tax brackets 
by its retention of taxable income. 
Where the estate has net capital losses, 
another disadvantage may be the pre- 
vention of an ordinary deduction to the 
estate of up to $1,000 for net capital 
losses.** This is so by the operation of 
a second limitation, i.e., the amount of 
taxable income of the estate (which in 
this case would be zero) .*4 


Tax-free Increase of Basis 


A residuary legatee normally takes the 
estate tax valuation as the tax basis of 
the assets received from the estate. How- 
ever, one exception is to be noted. To 
the extent their value is included in the 
gross income”? of the residuary legatee, 
such assets acquire a basis with a valua- 


**j.e., when the distributions deduction equals or 
is larger than the taxable income before such deduc- 
tion. 

3IRC Sec. 165(f) 1211(b). 

*4IRC Sec. 1211 (b). 

Principal distributions, as well as income distri- 
butions, may be includible in the gross income of the 
residuary legatee. IRC Sec. 662. 


tion as of the date of the distribution.”® 
Without realizing any gain thereon, the 
executor may, thus, obtain for the lega- 
tee an increased basis for assets which 
have appreciated above their estate tax 
valuation by distributing them within 
the aforementioned limitation. However, 
it should be noted that if the total value 
of cash and appreciated assets distribut- 
ed to the legatee exceeds the amount in- 
cludible in his gross income, the value 
of the appreciated assets is normally 
considered as includible in his gross 
income only to the extent that the 
amount includible exceeds the cash.** 


Excess Deductions in 
Final Year of Estate 


The beneficiary of an estate may de- 
duct in his own income tax return the 
excess of the deductions of the estate 
(other than the charitable and personal 
exemption deductions) over its gross in- 
come taken in the final fiscal year of 
the estate.** Thus, it may be advantage- 
ous for the executor to delay payment 
of a substantial part of the administra- 
tion expenses until the final year of the 
estate, and elect to take such deductions 
in its final income tax return,*® so as to 
produce an excess of deductions over its 
gross income for such year.*° 


Reg. Sec. 1,661 (a)-2(f) (3). This rule is not to 
be confused with the unrelated rule involving the 
payment of general legacies discussed under the 
heading “‘Payment of Legacies in Kind,’’ supra. 

"Ibid. 

*8IRC Sec. 642 (h). 

2°Discussed under the heading 
Expense Election,” infra. 

30The capital gains deduction under Sec. 1202 IRC 
may be utilized for this purpose. Rev. Rul. 59-392, 
IRB 1959-50, 16. However, the beneficiary will lose 
the benefit of the dividend received credit and exclu- 
sion. Rev. Rul. 59-100, IRB 1959-13, 15. 
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Alternate Valuation 


As an alternative to valuing the assets 
of the estate as of the date of death, the 
executor may elect to value the assets 
as of one year thereafter, except that 
any assets distributed or otherwise dis. 
posed of within that year are valued as 
of the date of distribution or other dis. 
posal.! Normally the executor will use 
the lower of the valuations, since it re. 
sults in less estate tax.?” 


Distributions Within First Year 


Fluctuations in the market value of 
certain of the assets of the estate some. 
times occur for reasons entirely inde. 
pendent of their intrinsic worth, eg, 
publicly held stocks, bonds, etc. Pro. 
vided the will permits the retention of 


the assets, the executor may ignore such 


fluctuations, with the intention of dis. 
tributing the assets, portfolio unchanged, 
to the beneficiary. When a drop in the 
market value of such assets occurs with- 
in the one-year period, the executor can 
obtain a certain, lower asset valuation 
by distributing them on such date, and 
electing the alternate valuation. By con- 
tinuing to hold the assets, the executor 
risks a higher valuation as of the anni- 
versary date, and consequently a higher 
estate tax. 


Objective: Higher Basis 


The basis of the assets of an estate 
is derived from their estate tax valua- 
tion.** Where the estate tax rate is lower 
than the potential capital gains rate, it 
may be preferable to select the higher 
of the date-of-death and alternate valua- 
tions, pay the additional estate tax re- 
sulting therefrom, and obtain a higher 
basis for the assets, thereby saving in 
come tax on the capital gains. Another 
possible instance in favor of the selec- 
tion of a higher estate tax valuation is 
where the assets include depreciable 
property. The increase in depreciation 
derived from a higher basis may be 
worth more in the income tax returns o 
the beneficiary, than the increased ¢ 
tate tax resulting from the higher estate 
tax valuation. 


Administration Expense Election 


The executor may elect to take admit- 
istration expenses as an income tax de 
duction or estate tax deduction** in any 
proportion desired*® from year to year.” 


31TIRC Sec. 2032. y 

®2The income tax holding period for sales of ca?" 
tal assets runs from the date of death of the dec 
dent, even though alternate valuation has been elect 
ed. Special Ruling, Sept. 24, 1946. 

33TRC Sec. 1014. 

34IRC Sec. 642(g). 

Rev. Rul. 240, CB 1953-2, 79. 

TT 4048, 1951-1, CB 39. 
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However. if the executor reports income 
on the cash basis, such expense can be 
claimed as an income tax deduction only 
in the year actually paid. 

In deciding upon the allocation, the 
executor must Compare the estate tax 
cost of shifting part or all of the de- 
duction from the estate tax return to 
the income tax return,®* with the in- 
come tax savings resulting therefrom, 
with the view toward equalizing the 
marginal estate tax cost with the mar- 
ginal income tax saving. In this connec- 
tion. the executor should note that ad- 
ministration expenses allocable to tax- 
exempt income may be claimed in the 
estate tax return, though not deductible 
in the income tax return.** 

The above irrevocable election takes 
the form of the filing of a waiver of 
the deduction of such items in the estate 
tax return. However, it may be filed at 
any time prior to the expiration of the 
statutory period of limitations applic- 
able to the income tax return in which 
the deduction is sought;** provided that, 
if the deduction was taken on the estate 
tax return, its statutory period of limi- 
tations had not expired.*° Thus, by 
delaying the filing of the waiver, the 
executor will be able to reapportion the 
deductions in the event that later 
changed circumstances so warrant. 


Renunciations 
Executor’s Commissions 


In the case where the executor is a 
major beneficiary under the will, he 
may find it advantageous to renounce 
all or part of his commissions. Commis- 
sions are subject to income tax;*! while 
bequests are not.*? He may renounce his 
commissions without realizing taxable 
income.** A comparison of this income 
taxe saving must be made with the ad- 
ditional estate tax cost of losing the 
estate tax deduction. 


However, for such renunciation to be 
effective for tax purposes, he must have 


renounced prior to committing any “act 


which imply prior acceptance or exer- 
cise of ownership, domain or control of 
the amounts so waived.”*4 It would, 
therefore. appear that the executor must 
renounce soon after the probating of the 
will to be on the safe side. 


_—_-—_ 


*In New York at least, income account is required 
to restore to principal account such estate tax cost. 
Estate of Edwin H. Warms, 140 NYS (2d) 169, 
(Surr. Ct. N.Y. Co. 1955). 

nev. Rul. 59-32, IRB 1959-4, 17. 

nev. Rul. 240, supra. 

Rev. Rul. 58-484, IRB 1958-40, 41. 


— W. Grant v. Rose, 39 F. 2d 338 (5th Cir. 


“IRC Sec. 102 (a). 


“Rev. Rul. 56-472, 1956-37, 9. 
“Thid. 
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Restoration of Charitable 
Deduction 


The existence of a power in the will 
to invade the principal of a testamentary 
trust during the life tenancy may render 
the value of a charitable remainder un- 


ascertainable for estate tax purposes. In, 


such case, the charitable deduction is 
disallowed.*” But an irrevocable dis- 
claimer by the beneficiary of the inter- 
est stemming from such power, made 
before the filing of the estate tax return, 
will restore the deduction.*® 

If the will provides that capital gain 
dividends from mutual funds shall, or, 
in the testamentary trustee’s discretion, 
may be treated as income to the life 
tenant, (or if the will could be so con- 
strued under local law), a charitable re- 
mainder cannot be valued. Therefore, 
the charitable deduction is denied.** It 
would appear that a disclaimer by the 
life tenant of his interest in the capital 
gains dividends in favor of the chari- 
table remainder, will cure this defect.** 


Election to Take Against the Will 


It is the executor’s duty to uphold the 
will of the decedent. However, having 
an intimate knowledge of the estate’s 
assets as well as the responsibility for 
the preparation of the estate tax return, 
the executor may wish to inform the 
surviving spouse beneficiary of possible 
estate tax savings resulting from the ex- 


ercise of her personal right to take 


Merchants Nat’l Bank of Boston v. Comm., 320 
U.S. 256 (1943). 

48TRC Sec. 2055 (a). 

47Rev. Rul. 60-385, IRB 1960-52, 15. 

48IRC Sec. 2055 (a). 


against the will and receive an intestate 
share. 


A marital deduction is allowable in 
the estate tax return.*” It comprises the 
value of interests in property includible 
in the gross estate of the decedent which 
pass to the surviving spouse. Under ex- 
ceptions to this rule, several types of 
property interests do not qualify for the 
marital deduction.*” E.g., a life estate 
created by the will of the decedent for 
the spouse. However, an intestate share 
received by the surviving spouse pursu- 
ant to her election to take against the 
will does so qualify.®! Therefore, the sur- 
viving spouse may wish to elect in order 
to receive qualified property, thereby 
reducing estate taxes. 

If the surviving spouse was omitted 
from the will or was bequeathed less 
than her intestate share, the election 
generally will result in a larger marital 
deduction because more property passes 
to the surviving spouse. 


Assuming it be determined that estate 
tax savings can be effected by this elec- 
tion, the executor should ascertain, and 
advise the surviving spouse, whether or 
not the decedent’s- will was purposely 
drawn as part of the family estate plan 
with the view toward tax minimization 
for the family as a whole. 


Conclusion 


Local state law may differ as to the 
availability and timing of a number of 


49TRC Sec. 2056 (a). 


5°IRC Sec. 2056 (b). 
‘1Reg. Sec. 20.2056 (e) -2(c). 
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the planning techniques, e.g., renuncia- 
tions, election to take against the will. 
Therefore, the executor should be sure 
of the law of its own state applicable to 
all the planning techniques. 

Post mortem estate planning often can 
achieve substantial tax savings. Several 
of the planning techniques, however, are 
employable as alternatives, and cannot 
be used together. It requires the experi- 
ence of the executor and its counsel to 
select the most profitable alternative, as 
well as to employ all the applicable tech- 
niques to maximum advantage. 


A A A 


Bank Women Elect Hilda 
Kollmann — Hear Talks 
on Trust Subjects 


Miss Hilda M. Kollmann, director, 
vice president and cashier of State Bank 
of Blue Island, IIl., was elected president 
of the National Association of Bank 

—— = Women at its 39th 
Annual Conven- 
tion held in Roch- 
ester, N. Y., Octo- 
ber 9-12. She suc- 

~ ceeds Mrs. Marion 
Anderton, assistant 
cashier, Bank of 
America, N.T.& 
S.A., San Fran- 





HILDA M. KOLLMANN 
cisco. 

Other new officers are: Vice Pres. — 
Miss Mary V. DeMartini, assistant trust 
officer, First National Bank of Oregon, 
Portland; Rec. Sec. — Miss Margaret 
J. Wright, special assistant to the execu- 
tive vice president, Harris Trust & Sav- 
ings Bank, Chicago; Corr. Sec. — Miss 
R. Elizabeth Blaul, director of person- 
nel, La Salle National Bank, Chicago; 
Treas. — Mrs. Jewell S. Baskin, assist- 
ant cashier and public relations officer, 
Citizens & Southern National Bank, Co- 
lumbia, S. C. 

Donald R. Harter, Rochester attorney. 
reviewed bank - attorney relationships, 
with special reference to estate planning. 
and recommended constant diligence “to 
further the harmonious atmosphere that 
now exists. “We have only scratched the 
surface of trust business in this coun- 
try,” he asserted. 

Mrs. Edith M. Martin, vice president, 
Pittsburgh National Bank, pointed out 
that the best sources of new trust busi- 
ness are substantial customers of the 
bank and referrals from attorneys, life 
underwriters and accountants. The fact 
that the customer’s lawyer is his legal 


adviser must be scrupulously observed,’ 


she said, and the trust business develop- 
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ment officer should be one who ‘is able 
to discuss tax problems with the cus- 
tomer and his attorney. Additional new 
business leads will come from advertis- 
ing and cooperation with the commer- 
cial department. 

Pension and profit-sharing plans were 
discussed by Miss Eleanor Kropf, estate 
planning officer, Chase Manhattan Bank, 
New York, who stated that assets of trus- 
teed funds multiplied five times during 
the 1950’s and assets of insured funds 
more than three times in the same pe- 
riod. Examination of investments in 
trusteed plans over the decade showed 
an impressive rise in stock holdings — 
from 16% to 35% book value. Common 
stocks account for 33% and preferred 
stocks the other 2‘. In the same period 
corporate bond holdings have remained 
steady, dollar investments in Govern- 
ment securities have declined slightly, 
and mortgages have risen slightly. 

As only about 20 million of the coun- 
try’s 60 million working force are now 
covered by pension plans, the speaker 
indicated a big potential in this field, 
with pension plans for self-employed a 
further expansion area when legislative 
authorization is finally obtained. 

Corporate trust services in the form 
of registrarships and transfer agencies 
were reported by Miss Audrey Belt, as- 
sistant treasurer, American Security & 
Trust Co., Washington, D.C. 

Miss Agnes Olsen, assistant vice presi- 
dent and assistant trust officer, Cosmo- 
politan National Bank, Chicago, com- 
mented on the increasing services banks 
are offering to homemakers, especially 
women. Consultation and advice for 
women who find themselves running the 
family financial show because of illness 
or death of the man of the house, the 
availability of helpful literature, assist- 
ance in determining: any fringe benefits 
that may be applicable were among ihe 
services she mentioned which often lead 
to business with the trust department. 
Investment assistance and guidance for 
women who want to take over and con- 
tinue the husband’s business may be im- 


portant to women who already know 


quite a bit about financial affairs. 

For many years banks have been of- 
fering lectures, finance forums, and 
other educational programs to the 
women of their communities, the speak- 
er said. There are, of course, books and 
newspaper columns for women that deal 
with these subjects, but “of all the 
sources available, there is none quite 
so convenient, warm and friendly as 
her bank, and especially its women offi- 
cers.” 


A “reasonable degree of selectivity” 
in obtaining new trust customers was 
advocated by Miss Eva Shaw, trust off. 
cer, Valley National Bank, Phoenix. 
Ariz. However, a bank’s customers wil] 
include small depositors and safe de. 
posit box renters, as well as satisfactory 
installment loan borrowers who are ep. 
titled to trust services when they need 
and want them. Records show that 75% 
of matured estates in the last two years 
that named her bank have been under 
$100,000, the speaker said, but the ma. 
jority of estates over $100,000 had been 
actively solicited by the trust depart. 
ment. 

Estate analysis is “taking a look at 
the holdings, the family situation and 
the needs of the family,” Miss Shaw 
stated, whereas the estate plan is the 
suggested program resulting from “con- 
ferences with the trust officer and the 
lawyer.” Analysis of existing documents 
should be made by the attorney, she 
advised, and trust officers should be 
wary of actual tax computations in 
written form. “Whenever possible we 
avoid the use of elaborately written 
plans” and “we always direct the cus- 
tomer to- see his lawyer,” Miss Shaw 
noted, 

The problems of administering an 
estate with property in more than one 
country were discussed by Miss Mar- 
garet R. Busby, assistant trust officer, 
New England Merchants National Bank, 
Boston. Using the hypothetical case of 
a native of Switzerland who had become 
an American citizen, Miss Busby illu- 
strated the difficulty of identifying the 
beneficiaries, the need of a competent 
ancillary administrator, the problem of 
valuation and liquidity and the complex- 
ity of estate and income taxes. In such 
cases, she observed, it is particularly 
important that the will should authorize 
the fiduciary to retain certain properties 
which otherwise would not be consid: 
ered proper trust investments. “Trust 
departments prepared to cope with 
problems of foreign investment and ad- 
ministration will be rewarded by protit- 
able business and satisfied customers” 
the speaker averred. 

The various uses of trust department 
services to minimize taxes for the cus 
tomer of substantial means were dis 
cussed by Mr. Gladyce Chiverton, assist 
ant cashier and trust officer, Guaranty 
Bank & Trust Co., Cedar Rapids, Iowa. 
Her comments included charitable gifts. 
irrevocable trusts, short term trusts, the 
marital deduction, and “ sprinkling’ 
trust income or principal among the 
members of a family group. 
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ARIZONA 


PHOEN: \—Mrs. Ruth Engelby named special services 
representative for First NATIONAL BANK OF ARIZONA offices 
in Tucsor, coordinating public relations activities and acting 
as liaison for local advertising and publicity for the bank. 
PHOEN! X—Duncan H. Newell, Jr. appointed executive head 
of VALLEY NATIONAL BANK’s statewide trust department; 
and Frank L. Gibson named supervisor of trust account ad- 
ministration in addition to which he will service personally 
a number of major estates handled by the 70-office bank net- 
work. Newell and Gibson, both vice presidents, maintain 
offices in the department’s headquarters. Newell continues to 
supervise trust investments. 


CALIFORNIA 


Los Angeles, Pasadena, San Diego—SrEcurITy First NaA- 
TIONAL BANK appointments at the head office is Los Angeles: 
Emery P. Bell and John J. Tabbernor to trust officers. Bell 
joined the bank in 1943; the latter a graduate of U. of 
British Columbia joined in 1953; both wil! continue in 
business development work. Also, James H. Reid named trust 
investment officer; Freeman Gates trust officer; Edmond R. 
Davis associate trust counsel; John A. Mason and J. Thur- 
man Hively, Jr., asst. trust officers. 


At Pasadena office: George W. Herman became vice presi- 
dent and trust officer and Ralph D. Dearden trust officer and 


fyfy : . : 


GERALD F. WILLMONT 


KENNETH S. WALKER 


GEORGE W. HERMAN 


assistant secretary. Herman, at that office since he joined 
the bank over 33 years ago, attended the Stonier Graduate 
School of Banking at Rutgers U. Dearden attended U. of 
Redlands and holds an LLB from U. of Nebraska. 


At San Diego division: Gerald F. Willmot, former vice 
president and manager of the trust department of the bank’s 
Farmers and Merchants office, named vice president and 











trust officer for San Diego division to direct its newly ex- 
panded trust program. Axel G. Larson, trust officer and 
assistant secretary of the division, is now assigned to the 
division’s expanded trust real property section. Lewis E. 
Drolet, trust officer at San Diego, assigned to the La Jolla 
_ branch where he will install the first Branch Operational 
| Trust Department in San Diego County. Kenneth S. Walker, 
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CHARLES M. BOARDMAN 
Boise Chicago 


TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


vice president and trust officer at La Jolla, assigned to divi- 
sion headquarters trust. department for development of 
trust and estate business throughout San Diego County. 


At San Fernando Valley office trust department Floyd M. 
Lewis named trust officer. A graduate of UCLA with a BS 
in business administration, Lewis also holds an LLB from 
there. 


SAN FRANCISCO—Paul D. Donovan advanced to asstant 
secretary at head office trust department of THE BANK OF 
CALIFORNIA N.A. He is presently account administrator in 
the pension trust division. 


CONNECTICUT 


NEW HAVEN—John R. White elected trust officer of SEc- 
OND NATIONAL BANK. White, a graduate of Harvard U. and 
Boston U. School of Law, was previously with Boston 
SAFE Deposit & Trust Co. 


DISTRICT OF COLUMBIA 


WASHINGTON—John C. Merwin and John E. Cornbrooks 
elected asst. trust officers at NATIONAL SAVINGS & TRUST Co. 


WASHINGTON—AmMERICAN SEcurITY & TrusT Co. named 
Robert L. Garner consultant to the bank, and elected him a 


director. He is retired president of the International Finance 
Corporation. 


FLORIDA 


MIAMI—First NATIONAL BANK elected Robert O. Ruelle 
asst. trust officer in the new business section. He is a graduate 
of U. of Miami (’53) with an AB in political science. 


SARASOTA—Robert M. Stith, Jr. and Albert E. McCormick 
joined SARASOTA BANK & TrRusT Co. as trust officers. Stith 
has been previously with INDIANA NATIONAL BANK, In- 
dianapolis; McCormick with PITTSBURGH NATIONAL BANK. 


SOUTH MIAMI—First BANK & Trust Co. named Robert 
Faltings vice president and trust officer, succeeding George 
Mendes who moves to senior vice president. Faltings was 
recently trust officer at MIAMI BEACH First NATIONAL BANK, 
is a member of New Jersey and New York Bar Associations, 
and of the Corporate Fiduciaries Association and Estate 
Planning Council of Dade County. 


GEORGIA 


MACON—First NATIONAL BANK & Trust Co. elected Judge 
A. M. Anderson as vice president and trust officer responsible 
for operation of the trust department. Judge Anderson served 
on the Macon Superior Court bench for 22 years. 


IDAHO 
BOISE—Charles M. Boardman elected vice president and 
trust officer of BANK OF IDAHO where he will supervise all 
trust activities throughout its 10 branch system. Boardman 





HAROLD O. SCHULTZ EUGENE C. WILSON 


Chicago 
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spent 17 years in banking in Gloucester, Massachusetts be- 
fore going west, and recently served as trust officer at the 
San Jose office of UNITED CALIFORNIA BANK. 


ILLINOIS 


CHICAGO—In the trust department of CONTINENTAL ILLI- 
NOIS NATIONAL BANK & Trust Co, Harold O. Schultz named 
vice president; Eugene C. Wilson, second vice president; and 
Donald H. Remmers, trust officer. 

CHICAGO—NorTHERN TRUST Co. named David C. Tolzmann 
and Edmund H. Orr assistant secretaries in the trust de- 
partment. 

OAK PARK—Edward F. Crowe elected executive vice presi- 
dent of SUBURBAN TRUST & SAVINGS BANK; and John T. 
Hartley named director of public relations. 





INDIANA 


INDIANAPOLIS—Walter M. Evans, vice president ,and 
trust officer at INDIANA NATIONAL BANK, retired after 42 
years of service and manager of the real estate department 
since 1951. 


KANSAS 


WICHITA—FourtTH NATIONAL BANK & TRusT Co. appointed 
Mrs. L. Marie Mitchell a special representative in its business 
development, where she will coordinate the bank’s activity and 
its relationship with thousands of women customers in ar- 
ranging and conducting guest tours, and new business devel- 
opments. 


KENTUCKY 
LOUISVILLE—E. J. Hughes, assistant treasurer, succeeds 
Frank B. Register as head of the corporate trust department 
of CITIZENS FIDELITY BANK & Trust Co., upon the latter’s 
retirement after 36 years with the bank, where he had been 
directly responsible for the bank’s services as trustee under 
corporate bond issues, transfer agent, registrar, etc. Hughes, 
a U. of Louisville graduate, has been with Citizens 18 years, 
the last ten of which were in the corporate trust department. 


LOUISIANA 


MONROE—William C. Staab elected vice president and 
trust officer and head of the new trust department of 
OUACHITA NATIONAL BANK. Staab came from MERCANTILE 
TrRustT Co. of St. Louis where he was asst. trust officer. 


MASSACHUSETTS 


BOSTON—Laurence W. Lougee, since 1954 a Permanent 
Colonel in the Judge Advocate General’s Corps of the U. S. 
Army, elected a trust officer of NATIONAL SHAWMUT BANK. 
Colonel Lougee, who for the past five years has been Chief of 
Field Judiciary in the Army in Europe, joins the bank’s 
legal department. He was educated at Dartmouth College, 
the Amos Tuck School of Business Administration and 
Harvard Law School. 


BOSTON—StTaATE STREET BANK & TruUsT Co. promoted John 
Appleton to asst. trust officer in the personal trust division. 
Appleton is a Harvard graduate. 








LAURENCE W. LOUGEE 
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LIVINGSTON RODGER JAMES B. STANLEy 
Great Falls Newark 


JOHN R. MONTGOMERY 
Minneapolis 


MINNEAPOLIS 


MINNEAPOLIS—George F. Humphrey, C.L.U., joined the 
trust department of First NATIONAL BANK to work in the 
business development area. For the past 15 years Humphrey 
has been with Northwestern Mutual Life. A graduate of 
Southwestern U., he received an M.A. from U. of Minnesota, 


MINNEAPOLIS—MIDLAND NATIONAL BANK promoted John 
R. Montgomery to vice president and trust officer. Prior to 
joining Midland National in 1958 Montgomery was attached 
to the Adjutant General’s office, State of Minnesota. He is a 
graduate of State U. of Iowa. 


MINNEAPOLIS—At NORTHWESTERN NATIONAL BANK Har. 
old G. Olsen advanced from asst. vice president and trust 
officer to vice president and transferred to the commercial 
division; C. Stanley Rude named publicity director of the 
bank. Olson began at Northwestern in 1949 in trust invest- 
ment division, and holds a BBA degree in finance from U. 
of Minnesota. 


MISSISSIPPI 


J ACKSON—Lauch M. Magruder, Jr. named a trust officer of 
First NATIONAL BANK. Magruder received his law degree 
from U. of Mississippi and his master’s degree from New 
York U. where he specialized in tax law. 


MISSOURI 


ST. LOUIS—In the trust department of MERCANTILE TRUST 
Co. Cyril H. Lake and Fred C. Greer, both senior analysts, 
promoted to asst. investment officers. 


MONTANA 


GREAT FALLS—Livingston Rodgers joined MONTANA BANK 
as a trust officer. A graduate of Harvard U. and U. of 
Pittsurgh School of Law, Rodgers comes from the trust de- 
partment of PITTSBURGH NATIONAL BANK. 


NEW JERSEY 


MORRISTOWN—Robert M. Milford joined First TRvsT 
COMPANY OF Morris COUNTY as a business development 
representative in the trust department, in the estate planning 
division. Milford has been an agent for Mutual Benefit Life 
Insurance Company in Albany, New York since 1954. 


NEWARK—NAarTIONAL STATE BANK OF NEWARK appointed 
James B. Stanley a trust officer. Stanley has been a trust 
officer at the Summit office of NATIONAL STATE BANK of 
Elizabeth. 


NEW MEXICO 
ALBUQUERQUE—William A. Solien named to head the 
expanded trust department of BANK oF New Mexico. Solien 


was formerly senior vice president of First NATIONAL BANK 
in Palm Beach, Florida. 


NEW YORK 


NEW YORK—At CHASE MANHATTAN BANK George J. Gal- 
sel promoted to vice president and head of tax services 
division of the trust department. John J. O’Connell promoted 
to asst. vice president in corporate trust; Richard J. Burke 
and Wallace R. Schilling, Jr., to assistant treasurers iM 
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WILLIAM E. FEELY 
New York 


GEORGE J. GANSEL 
New York 


trust department; Wilmer T. Langstroth and Joseph A. 
Payne named corporate trust officers; and Donald C. Berry, 
Jr. and William J. Kautz appointed investment officers, trust 
department. 


NEW YORK—William E. Feely promoted to trust officer at 
CHEMICAL BANK NEW York TRUST Co. in the trust develop- 
ment department. He attended New York State Bankers 
Association Trust New Business School. Named asst. vice 
president in personal trust deparatment was Thomas S&%. 
Alm; and appointed assistant secretaries, trust investment 
department, were James A. Favia and Kenneth S. Rolland. 
NEW YORK—Fipuciary Trust Co. elected Miss Julia W. 
Linsley an investment officer. 

NEW YORK—MarINE MIDLAND TRusT Co. elected Herbert 
W. Meier an assistant secretary in the investment manage- 
ment division of the personal trust department. Meier holds 
an A.B. from Cornell. 


NEW YORK—George P. Kappesser elected real estate trust 
officer at MoRGAN GUARANTY TRUST Co. Kappesser joined 
Guaranty Trust in 1920. 


NORTH CAROLINA 


DURHAM, GREENSBORO, HIGH POINT & TARBORO— 
NorTH CAROLINA NATIONAL BANK transferred Dean A. Rich, 
trust officer at Greensboro, to High Point in the same 
capacity; Charles P. Wrenn, trust officer at Durham, moved 
to Greensboro. At the Tarboro office, W. J. Ausbon named 
trust officer in addition to his present title of senior vice 
president; Alton R. Pittman named asst. trust officer; Robert 
P. Cherry retired as vice president and trust officer but re- 
mains in a consultant capacity. 

WINSTON-SALEM—Willis F. Gupton elected trust officer 
of WAcHOvIA BANK & Trust Co. A graduate of High Point 
College, Gupton joined Wachovia in 1948 and became asst. 
trust officer in 1958. 


OHIO 


CINCINNATI—John H. Skavlen, Jr., manager of the North 
College Hill office of CENTRAL TRUST Co., transferred to the 
trust department at the main office. 


CINCINNATI—Robert F. Hartkemeier joined FirtTH THIRD 
' UNIon Trust Co. as asst. trust officer in the trust investment 


division. Holder of an A.B. degree from Dartmouth, Hart- 


kemeier comes from MARINE MmLAND Trust Co. oF CENTRAL 


New York, Syracuse. 


CLEVELAND—William A. Edwards elected asst. trust offi- 
cer at UNION COMMERCE BANK, assigned to estate planning. 


OREGON 


PORTLAND—Vincent H. Diem appointed trust officer at 
UniTep STATES NATIONAL BANK in the corporate trust divi- 
' Slon. Diem joined the bank in 1950 as a trust messenger. 


PENNSYLVANIA 


,CHESTER—John C. Bell, 3rd, appointed trust officer in 
jcharge of estate planning at DELAWARE CoUNTY NATIONAL 
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BANK. Bell was formerly trust officer at PITTSFIELD ( Mass.) 
NATIONAL BANK. 


SOUTH CAROLINA 


GREENVILLE—Thomas G. Crymes appointed real estate 
manager for the trust department of SOUTH CAROLINA NA- 
TIONAL BANK. Crymes was with Wilkins Norwood & Co. for 
10 years in appraisal work, sales and development of sub- 
divisions. 


TENNESSEE 


MEMPHIS—Thomas W. Frazier and James F. Springfield 
advanced to trust officers at UNION PLANTERS NATIONAL 
BANK. 


TEXAS 


DALLAS—Charlie R. Beach elected asst. trust officer and 
assistant cashier of First NATIONAL BANK. A 26-year veteran 
with First National, Beach’s duties will continue in the 
area of trust administration. 

HOUSTON—BANK OF THE SOUTHWEST’S trust department 
is being expanded with establishment of an oil and gas sec- 
tion, with A. Mitchell Belchic, geologist and lawyer, named 
as manager. Belchic will coordinate the management of all 
oil and gas properties held by the trust department with 
administrative trust officers. He is a member of the Houston, 
State and American Bar Associations and the Independent 
Petroleum Association of America, and since 1959 has been 
an independent oil operator and manager of field operations 
and exploration at Belgam Oil Co., Inc., Shreveport, La. 
SAN ANTONIO—William A. Fagan, Jr. became vice presi- 
dent and trust officer at MAIN BANK & Trust Co. He was 
formerly with NATIONAL BANK OF COMMERCE, Houston as 
assistant cashier. 


VERMONT 


BURLINGTON—Bruce H. Cram promoted to vice president 
and trust officer of CHITTENDEN TRUST Co. 


VIRGINIA 





kkkkk 


RICHMOND —-First & MERCHANTS 
NATIONAL BANK advanced Jack H. Bas- 
kerville to senior vice president in the 
trust department, and John D. Black- 
well to vice president and trust officer. 

Baskerville attended U. of Richmond 
and was employed by the bank in 1925. 
He is active in civic organizations, and 
is vice president and director of the 
Crippled Children’s Hospital. Black- 
well, a graduate of U. of Virginia, was 
employed by First in 1945. 





J. H. BASKERVILLE 





ROANOKE—At CoLonIAL-AMERICAN NATIONAL BANK Har- 
old G. Robertson became chairman of the board and Homer 
S. Peck president. Roy C. Herrenkohl, head of the trust de- 
partment, elected executive vice president. 
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WASHINGTON 


SEATTLE—SEatTtLeE-First NATIONAL BANK advanced trust 
officers Timothy J. Healey, Metropolitan branch, and Mat- 
thew J. Ennis, Yakima Valley, to asst. vice presidents; Yale 
W. Gifford, Bellingham, to trust officer; Robert E. Hix and 
Loy D. Smith named asst. trust officers, main office. Healey 
was a special agent with the Federal Bureau of Investigation 
before joining the bank in 19538, and is a graduate of Law 
School of Gonzaga U. Ennis, also a graduate cf that law 


school, joined the bank in 1954. 


CANADA 


MONTREAL—Thomas R. Lee appointed supervisor of pub- 
lic relations of RoyAL Trust Co. succeeding John L. McCaul 
who became supervisor of business development (corporate 
services). Lee was formerly public relations officer with 


Canadian Bankers Association. 


New quarters for the trust department of First New Haven Ng. 
tional Bank are now in operation at the bank’s new building a 
1 Church Street. The bank opened its doors to the public for an 
open house last month and more than 5,000 persons turned up to 
tour the bank’s facilities. Officials call the bank, established jn 
, 1792, “the nation’s oldest bank in New Haven’s newest building” 





MERGERS, NEW TRUST 
DEPARTMENTS 


Palm Springs, Cal. — BANK OF AMER- 
ICA opened a district trust office here and 
assigned Theodore 
W. Madouros, trust 
officer, to be in 
charge of trust 
services. Madouros, 
who holds a law 
degree from U. of 
Kansas City, has 
been with the bank 
since 1946 and has 
devoted his entire 
banking career to trust work. The only 
complete trust office in the Coachella 
Valley, it is located at Palm Canyon 
Drive. 

San Jose, Santa 
Clara Valley, Cal. 
— CROCKER-ANGLO 
NATIONAL BANK 
established a new 
trust office located 
at West Santa 
Clara and North 
Market Streets, 
with Alan J. War- 
rack as trust offi- 
cer and manager aided by Hugh J. 
Fassett, trust administrator, and Robert 
J. Connelly, trust representative. War- 
rack joined Crocker-Anglo in San Fran- 





T. W. MADouUROS 





ALAN J. WARRACK 


cisco in 1923 and served in various 
capacities. 
Peoria, Ill. — Final approval has been 


given by the Comptroller of the Cur- 
rency to merger of CENTRAL BANK & 
TRUsT Co. into the COMMERCIAL NATION- 
AL BANK. George L. Luthy, president of 
Commercial, became chairman, president 
and chief executive officer; Frederick M. 
Blossom, chairman of the executive com- 
mittee; and William M. McKenzie ex- 
ecutive vice president. 

Baltimore & Glen Burnie, Md. — Con- 
solidation of BALTIMORE NATIONAL BANK 
and CouNTy Trust Co. oF MARYLAND 
was approved by authorities and became 
effective November 3 under name of the 
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former. The Comptroller of the Currency 
then permitted a change of name to 
MARYLAND NATIONAL BANK. Hooper S. 
Miles retains his post as chairman; 
Delbert Davis, president of County Trust, 
becomes senior vice president, advisory 
director and member of the loan commit- 
tee and continues to maintain his office 
in Glen Burnie. Trust services will be 
extended to communities in which the 
former County Trust offices are located. 


Asbury Park, N. J. — AsBury Park- 
MANASQUAN NATIONAL BANK merged 
with Merchants Trust Co. of Red Bank, 
to become (Nov. 1) the First MeEr- 
CHANTS NATIONAL BANK. Kenneth H. 
McQueen, president of Merchants, be- 
comes chairman; Frank F. Allen, chair- 
man of executive board. 


Poughkeepsie, N. Y. — Stockholders 
approved merger of First NATIONAL 
BANK. Highland Falls, into First Na- 
TIONAL BANK of Poughkeepsie. 


Durham, N. C. — UNIVERSITY NATION- 
AL BANK of Chapel Hill merged into 
DURHAM BANK & TRusT Co. under char- 
ter of the latter and the new title of 
CENTRAL CAROLINA BANK & TRUST Co., 
effective September 30 with supervisory 
approval, President is Paul Wright, Jr.; 
chairman, George Watts. 


Ashtabula & Conneaut, Ohio — Con- 
NEAUT BANKING & TRUST CO. merger 
into NORTHEASTERN OHIO NATIONAL 
BANK became effective November 1. L. 
W. Enslin, president and trust officer 
of Conneaut, becomes vice president and 
trust officer of the resulting institution. 


Harrisburg & York, Pa. — NATIONAL 
BANK & TRUST Co. OF CENTRAL PENN- 
SYLVANIA, formed by consolidation of 
NATIONAL BANK OF YORK COUNTY and 
the CENTRAL TRUST CAPITAL BANK of 
Harrisburg, opened for business October 
16 at twelve locations in York & 
Dauphin Counties. Officers are: Joseph 
L. Rosenmiller, president; Charles H. 
Graff, board chairman. Combined assets 
are over $127 million, with trust funds 
in excess of $75 million. Named vice 


presidents and trust officers were: Ed- 
ward K. Keen, Edward J. Cahill and 
John D. Leib; asst. trust officers, Floyd 
E. Mummert, Carl W. Scheetz, John F, 
Warden and Mrs. Mary C. Yost. 

Harrisburg, Pa. — Merger of Harris- 
BURG NATIONAL BANK and HARRISBURG 
Trust Co. under the title HARRISBURG 
NATIONAL BANK & TRUST Co. became 
effective October 28. (See T&E 10/61 p. 
985.) George R. Bailey, president, an- 
nounced William C. Keller will be vice 
president (investments) ; Edna F. Myers, 
asst. trust officer transferred to main of- 
fice from Steelton; Lewis D. Cook, Jr., 
asst. trust officer, to main office from 
Mechanicsburg. 

Seattle, Wash. Stockholders of 
SEATTLE-FIRST NATIONAL BANK _ and 
First NATIONAL BANK of Everett ap- 
proved plans to merge. Merger became 
effective November 16 with approval of 
the Comptroller of the Currency. 


CANADA 


Toronto, Ont. — CANADA PERMANENT 
TORONTO GENERAL TRUST Co., formed 
from merger of CANADA PERMANENT 
TrRusT Co. and TORONTO GENERAL TRUSTS 
CorP., has authorized capital of $10 mil- 
lion in $20 shares, of which 230,800 have 
been issued to shareholders of the two 
companies. Combined assets are about 
$812 million, with 26 offices from Halifax 
to Victoria. 


Truro, N.S. & Montreal, Quebec — 
Outstanding shares of ARCADIA TRUST 
Co. have been purchased by MONTREAL 
Trust Co. Local personnel is retained. 


A A A 


e Three new chapters have been added 
to the Trust Operations Manual prepared 
by the Trust Division of the New York 
State Bankers Association. These are de- 
voted to Administration Ticklers, Nom- 
inee Registration, and Income Taxes and 
are numbered XVII, XVIII and XIX re 
spectively. 
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f EXECUTIVE PLACEMENT 


> 9eeee% reecoceccccoscovococes 


Indivic vals seeking positions in trust 
deparinents may have free listing 
(maxivum seven lines). Responses 
to listings should be addressed to the 
Code »«mber shown, care of “Trusts 
and E«tates,” for forwarding. 

LL.M. with top scholastic standing and 


10 years trust and probate experience in 


‘law firm, desires post in Washington- 
~ Batlimore 
' getic, adaptable woman, accustomed to 
' heavy administrative workload. 110-4 


area trust department. Ener- 


Tax officer, early thirties, family, com- 


plete charge tax division, familiar over- 


}| enced in interviewing managements and 


all trust operations. Desires challenging 
position with opportunity for advance- 
ment. 110-5 


Investment officer, 30, unmarried, 
MBA, six years experience in large New 
York bank and small New England in- 
stitution. Desires similar duties in a 
growing situation in southwestern U.S. 
Resume on request. 111-2 


Trust administrator, 31, BS, BA, MBA, 
Six years experience in estate and trust 
administration—four in Massachusetts, 
two in New York. Desires position as 
assistant trust officer in New England 
or New York. 111-3 


Assistant trust officer, BA, married, 
middle 30’s, 8 years experience in small 
to medium sized trust department, de- 
sires opportunity to advance. General 
knowledge of operations, administration, 


- taxes and investments, willing to special- 


ize. 111-4 





SENIOR SECURITY ANALYST 


We are an outstanding growth company 
in the Mutual Fund Management industry 
looking for an unusually capable and ma- 
ture man who is seeking an opportunity to 
expand both the nature and extent of his 
present responsibilities. He must be trained 
in the fundamentals of finance, skilled in 
the latest analytical techniques, experi- 





}| articulate in reporting his conclusions. 


_| tory and business experience, and includ- 


| who; 


pare ASH 
: 


Eels i 
Bae ee 


4 knowledged—all reports will be returned. 


Replies outlining complete personal his- 


ing examples of recent analytical reports, 
are solicited only from those individuals 


. have had a minimum of 8 to 10 
years proven performance record 
in the field of security analysis: 


. are thoroughly familiar with a 
broad and diversified group of in- 
dustries. 


Please write, with the assurance of com- 
plete confidence, to Mr. Jack Shipp, FIF 
Management Corporation, 950 Broadway, 
_| Denver 3, Colorado. All letters will be ac- 
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Attorney, three years trust and estate 
administration in large trust department, 
ten years general business and legal ex- 
perience; desires trust officers position 
smaller rapid growth organization; mar- 
ried, family, thirties. 111-6 

Trust officer, 34, fifteen years trust 
banking experience in all phases of 
operations and administration now de- 
sires position of #2 man in a medium 
size department or #1 man in a new 
small department. Will relocate for right 
opportunity. 111-7 








TRUST OFFICER 


Tremendous opportunity to head a small 
but fast growing trust department of a 
leading New England bank for a trained 
Personal Trust Officer. Salary most attrac- 
tive. Forward complete resume. 


Box H-111-5, Trusts and Estates 
50 East 42nd St., New York 17 














ESTATE PLANNING 
REPRESENTATIVE 


Man needed with experience in developing 
new business. Legal knowledge preferred. 
Should be between 30-40. 


Excellent opportunity with large progres- 
sive Trust Department in San Francisco. 
Send resume and state salary required. Re- 
plies confidential. 

Box H-111-1, Trusts and Estates 

50 East 42nd St., New York 17 








OPENINGS FOR 
TWO TRUST OFFICERS 


Trust department of a Michigan bank of 
$75,000,000. Desirable that one have con- 
siderable Trust experience. Bank located 


in county of 80,000, area 300,000 popula- 
tion. 


Box H-19-2, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST EXECUTIVE 
WANTED 


Excellent opportunity for qualified trust 
department executive to organize and de- 
velop a trust facility in a rapidly growing 
Denver metropolitan area bank. Salary and 
bonus commensurate with experience, edu- 
cation and ability to perform. Retirement 
program, insurance, plus a really great 
family area in which to live. Send complete 
resume and current photograph to Box 
H-111-8, Trusts and Estates, 50 East 42nd 
Street, New York 17. All replies will be 








held in strictest confidence. 





TRUST OPERATION OFFICER 
TO $9,000—FEE IS PAID 


A top quality western Pennsylvania bank is 
presently seeking a man with sound expereince 
in trust operations. If you are truly interested 
in GROWTH this opening should be investigated 
immediately. Forward complete resume and re- 
cent snapshot to Mr. Howard, and/or phone 
BArclay 7-9000 to arrange a mutually convenient 
appointment. All information will be held in the 
strictest confidence. 


The Nation's headquarters 


tor banking personnel 


“AP - woons APPROACH 
odo TO PROFESSIONAL SERVICE”* 


ON: XD 
peRsonuec Inc 


SO CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 


SALES DIRECTOR $20-25,000 
ESTATE PLANNING DIVISION 


Our client, a large Northeastern bank, has an 
immediate need for an experienced Sales Director 
familiar with Trust Business and Estate Planning. 
He will direct the Sales effort of the Estate Planning 
& Trust Business Development staff and coordinate 
Trust sales efforts with other departments of the 
bank. Forward complete resume including recent 
snapshot in complete confidence, or phone BArclay 
7-9000 for a mutually convenient appointment. Our 
fee is paid by our client. 





The Nation's headquarters 


tor banking personnel 


“AP oa enone APPROACH 
TO PROFESSIONAL SERVICE” 


oo 
HOWARD! 
PERSONNEL, INC. 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. ¥. 





HA 


TRUST DEPARTMENT OPPORTUNITIES 
IN SOUTHERN CALIFORNIA 


The rapid growth of our Trust Department is creating exceptional 


opportunities for 


TRUST ADMINISTRATORS 


Candidates possessing a minimum of two years’ experience in the 
administration of trusts and estates are invited to apply. 


Attractive salaries and relocation assistance offered. 


Please send resume, including salary data to 


Box H-110-2, Trusts and Estates 
50 East 42nd St., New York 17 


eee eee ee 
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Fiduciary Association Elections 


Indiana Bankers Association, Trust Com- 
mittee: 


Chairman: Lee A. Showalter, vice 
president and trust officer, Merchants 
National Bank, Muncie. 


Corporate Fiduci- 
ary Association of 
Minnesota: 
President: Wil- 
lard M. Henjum, 
vice president, 
Northwestern Na- 
tional Bank of 
Minneapolis. 





WILLARD HENJUM 


Vice Presidents: Neil K. Sawyer, vice 
president and trust officer, First Nation- 
al Bank of Winona; John R. Mont- 
gomery, assistant vice president and 
trust officer, Midland National Bank; and 
Joseph B. Rechtiene, assistant trust of- 
ficer, First Trust Co., St. Paul. 

Sec.-Treas.: John O’Connor, assistant 
vice president and trust officer, North- 
western National Bank, St. Paul. 


Pennsylvania Bankers Association Group 
II Corporate Fiduciaries Association: 


President: Ralph J. Geisler, vice presi- 
dent, Montgomery County Bank & Trust 
Co., Pottstown. 


Vice Pres.: William M. Klose, vice 
president and trust officer, National 
Bank of Chester County & Trust Co., 
West Chester. 


Sec.-Treas.: Samuel H. Newsome, as- 
sistant vice president and trust offi- 
cer, Delaware County National Bank, 
Chester. 





Montreal Trust Co. will occupy new offices 
in a sleek 42-story skyscraper which will be 
the main feature of Place Villa Maria, an 
$80 million building project now underway 
in the heart of downtown Montreal. The 
trust company will occupy two or three 
floors of the four-winged building in addi- 
tion to the street level floor of the quadrant 
opposite the Queen Elizabeth Hotel. The 








A 


building will be known as The Royal Bank 
of Canada Building because more than 20 
per cent of the complex has been leased by 
the bank. The project also includes a plaza, 
shopping promenade, two underground park: 
ing levels, another but smaller office struc- 
ture and a row of plaza level shops. Owners 
and developers are Webb & Knapp (Can- 
ada) Ltd. Completion target is spring 1962. 





e High school seniors and their parents 
have been enthusiastic over the pamphlet 
sent them by State National Bank of El 
Paso. It gives detailed information of 
interest to prospective freshmen and 
their parents regarding all 87 colleges 
and junior colleges in Texas. The bank 
began the program four years ago. 








Complete facilities for handling your 
Banking and Fiduciary Business 


promptly and effectively. 


‘tte FIFTH THIRD JNION TRUST <= 


CINCINNATI, OHIO 
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IN MEMORIAM 

Atlanta, Ga. — LARKIN H. PArris, 
Sr., retired vice president and general 
trust officer, CITIZENS & SOUTHERN Na- 
TIONAL BANK. 





St. Louis, Mo. JAMES H. Grover, 
director and former president and chair- 
man, ST. Louis UNION TrRusT Co. 


Lincoln, Neb. — CLARENCE E. HINDs, 
vice president and trust officer in charge 
of the trust department of NATIONAL 
BANK OF COMMERCE TRUST & SAVINGS 
ASSOCIATION. 


Philadelphia, Pa. — E. Morris BATE, 
JR., corporate trust officer, GIRARD TRUST 
CORN EXCHANGE BANK. 


Denver, Colo. — ALBERT S. BROOKS, 
retired vice president and executive man- 
ager of the trust department of UNITED 
STATES NATIONAL BANK (now DENVER 
UNITED STATES NATIONAL BANK). 


Muskogee, Okla. — J. W. HocKMAN, 
former vice president and trust officer of 
First NATIONAL BANK & Trust Co. and 
trust advisor at the bank at the time of 
his death. 


A A A 


e Arthur Brickner, associate economist 
of Bankers Trust Co., New York, spoke 
on “The Economic Outlook” at the 
November 14 meeting of the Corporate 
Fiduciaries Association of Boston, Mass. 
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Anchorage (Alaska) — Willis Town- 
send, !.ife Underwriter, spoke on the 
topic “Proceeds of Life Insurance In- 
cluded in the Gross Estate” at the Octo- 
ber 31 meeting. The Council is pres- 
ently conducting a series of discussions 
on those provisions of the I.R.C. dealing 
with property included in the gross es- 
tate. Each session a member of the 
Council is assigned a topic as the sub- 
ject of a brief talk which is followed 
by a panel discussion and analysis of 
a study problem. The council has found 
this approach to the study the most in- 
teresting and informative. 

Central Arizona, Phoenix — “Devel- 
opment of Estate Planning Motivation” 
was the subject discussed by Charles A. 
Petersen, C.P.A. and Gordon Farrar, 
C.L.U. on October 2. 

Southern Arizona, Tuscon — “Legal 
and Tax Aspects of Real Property Limit- 
ed Partnerships” was examined on Oc- 
tober 23 by Stanley W. Trachta, attor- 
ney. 

Western Arkansas (Fort Smith) — 
The Western Arkansas Estate Planning 
Council has been formed in Fort Smith, 
Ark. The officers are: Pres. — Don S. 
Bowers, life underwriter; Vice Pres. — 
C. R. Warner, Jr., attorney; Sec. — 
John L. Swofford, C.P.A.; Treas. — 
E. E. Elkins, vice president and trust 
officer, Merchants National Bank, Fort 
Smith. 


Bakersfield, Cal. — “Selected Prob- 
lems in the Taxation of Trusts and Es- 
tates” was considered by John J. Burke, 
Pasadena attorney. at the October 25 
meeting. 

East Bay (Oakland, Cal.) — Richard 
W. Johnson, C.L.U., Lincoln National 
Life Insurance Co., has been elected 
president of the Council. Robert S. Rut- 
ledge, attorney, has been elected vice 
president, and Richard H. Kent, C.P.A., 
secretary-treasurer. Arthur J. Dolan, Jr., 
vice president of Blyth & Co., spoke at 
the October 9 election meeting. 

Santa Clara County (San Jose, Cal.) 
— “New California Inheritance Tax 
Law Effective Sept. 15, 1961 — Estate 
Planning Changes and Applications” 

_ Was discussed by Milton D. Harris, as- 
sociate inheritance tax attorney for the 
State of California on October 16. 


: Santa Cruz County (Cal.) — The 


newly organized Santa Cruz County Es- 


' tate Planning Council of Santa Cruz, 
| Cal.. met October 4. Gordon Craig, trust 


officer of the Bank of California was 
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) ESTATE PLANNING COUNCIL ACTIVITIES 


guest speaker. Officers elected were: 
Pres. — Charles B. Strauhal, C.P.A.; 
Vice Pres. — Donald R. Haile, attorney ; 
Sec. — Lawrence J. Violante, C.L.U.; 
Treas. — Francis M. Harris, trust offi- 
cer, County Bank of Santa Cruz. 

Southeast Florida (Miami) — New 
officers elected on October 18 are: Pres. 
— Thomas B. McGlinn, C.L.U., Mutual 
Benefit Life Insurance Co.; First Vice 
Pres. — H. P. Forrest, attorney; Second 
Vice Pres. — Dennis P. Clum, trust offi- 
cer, Miami Beach First National Bank; 
Sec. — E. Nolan Johnson, C.P.A.; Treas. 
— J. Cleve Allen, C.L.U. 

John G. McKay, Jr., attorney, gave 
“A Summarization of Recent Develop- 
ments in Florida Legislation Affecting 
Estate Planning.” Marshall I. Wolper, 
life underwriter and secretary of the 
Greater Miami Tax Institute, spoke on 
“New Frontiers in Estate Planning.” 


Tampa, Fla, — John Mills moderated 
a panel of life underwriters on October 
27 on “Life Insurance Settlement Op- 
tions.” 

Hawaii (Honolulu) — “Helping Your 
Wife to be a Widow” was discussed by 
Arthur H. Spitzer, attorney, at the Oc- 
tober 19 meeting. 

Indianapolis, Ind. — John J. Van 
Benten, C.P.A., spoke on “Valuation of 
Closely Held Securities” on October 19. 


Baltimore, Md. — Paul H. Walker. 
assistant counsel of the Life Insurance 
Association of America, Washington. 
D. C. discussed the “Tax Aspects of Ex- 
ecutive Benefits After Death” at the 
October 26 meeting. 


Boston, Mass. — The Boston Estate 
and Business Planning Council, former- 
ly a life insurance and trust council, has 
expanded its membership under this 
new name to include accountants and 
attorneys. Two men spoke at the Octo- 
ber 23 meeting on “What We Are and 
Where We Are Going.” They are Carl 
F. Schipper, Jr., attorney, and Herman 
Stuetzer, Jr., C.P.A. 

Worcester County ‘Mass.) — George 
Avery White, Jr., Worcester attorney, 
has been elected president of the Coun- 
cil. Other officers are: Vice Pres. — 
James L. Moorefield, assistant general 
counsel, Massachusetts Protective 


Assoc.; Sec. — George F. Shannon. 
C.P.A.; Treas. — John W. Curtis, trust 
officer, Worcester County National 
Bank. 


Detroit, Mich. — W. Gibbs McKen- 


ney, co-editor of “Taxes and Estates,” 








IN KANSAS CITY 
IT’S CITY NATIONAL 


. . . complete banking and fiduciary 
facilities 

... over 30 years successful trust 
operations 


. capital funds over $23,000,000 


CITY NATIONAL BANK 
and Trust Company 
10TH & GRAND 
KANSAS CITY 41, MISSOURI 


Member Federal Deposit Insurance Corporation 
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MANAGERS OF INVESTMENTS 


Acts as Executor, Trustee, Agent, 
and in other 
Personal Fiduciary Capacities. 
Profit Sharing and Pension Funds. 
Checking Accounts. 


ONE WALL STREET «+ Digby 4-0010 
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MAYBE IT’S TIME 
YOU KNEW US BETTER 


Our Bond Department is qualified 
to furnish complete analysis of 
bond portfolios; buy and _ sell 
Virginia municipal securities; and 
to expedite other important busi- 


ness for banks. 


Won't you pick up the phone and 


give us a job to do for you? 


First» MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 











For complete 
trust services 
in Arizona... 


rely on First National’s experi- 
enced trust officers. Their knowl- 
edge of all aspects of estates and 
investments makes them a sound 
partner. And, as the state’s oldest 
bank with 70 statewide offices, 
First National can provide your 
customers with any information 
they need on Arizona. 


Call 271-6742 collect, or write 
Trust Department 


Home Office EQGrRswT 
nonk 4 NATIONAL 
BAW K or arizona 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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spoke on “Estate Planning for the Busi- 
ness Executive,” at the October 9 meet- 
ing. Mr. McKenney, an attorney, spe- 
cializes in federal taxation, estate plan- 
ning and related business problems. 

St. Louis, Mo. — “Short Term and 
Other Trusts” was discussed on October 
16 by Stuart E. White, C.P.A., partner, 
Arthur Andersen & Co. 

Mercer County (Princeton, N. J.) — 
William McGorry, vice president, trust 
department, Manufacturers Hanover 
Trust Co., New York, spoke on Oct. 19 
at the inaugural meeting of this Estate 
Planning Council of Mercer County, 
N. J. He said awareness of major devel- 
opments, cross-fertilization of knowledge 
and opportunity to become acquainted 
with the laborers in neighboring vine- 
yards are the major values that should 
accrue to council members. 

Eastern New York (Troy) — Dr. Ro- 
bert A. Kavesh, associate professor of 
economics and finance, Graduate School 
of Business, New York University, 
spoke on “Economics” October 17. Dr. 
Kavesh was formerly senior economic 
specialist and business economist for 
Chase Manhattan Bank. 

Charlotte, N. C—“The Most Import- 
ant Aspects of Estate Planning From the 
Standpoint of the Executor and Trus- 
tee” were discussed by B. W. Barnard, 
formerly Chief Trust Officer, North 
Carolina National Bank, on October 16. 

Cleveland, Ohio Lawrence G. 
Knecht, attorney, spoke on “The Ohio 
Professional Corporation” before the 
Estate Planning Council on October 10. 

“Which Route Is Best” was the ques- 
tion posed by Nelson S. Talbott, part- 
ner, Prescott and Company, on October 
9 before the Cleveland Society of Estate 
Analysts. The subject considered the 
valuing of closely-held stock in an estate. 

Dayton, Ohio — On October 6 Arthur 
F. Priebe, Chicago life underwriter, 
spoke on “The Use of Life Insurance in 
Profit Sharing Plans.” 

Bucks County, Pa. — Edwin T. John- 
son, C.L.U., and John Renninger, at- 
torney, conducted a workshop on “Pro- 
fessional Associations — Their Status 
and the Significance of Their Taxability 
as Corporations” on October 24. 

Lycoming County (Williamsport, Pa.) 
— Paul J. Corr, C.P.A., Ernst & Ernst, 
spoke before the Council on October 9. 

Philadelphia, Pa. — The Philadelphia 
Estate Planning Council held its annual 
outing October 3 at the Bala Golf Club. 

Chattanooga, Tenn. — “Valuation of 
Closely Held Corporations” was the sub- 
ject considered by Waldo Sowell, Atlan- 
ta C.P.A., on October 26. 





El Paso, Tex. — “You and Estate In. 
surance’ was discussed by Richard f, 
Fletcher, C.L.U., on October. 17. 

Deep East Texas (Lufkin) — Edward 
C. Edens, Jr., vice president and trust 
officer, Bank of the Southwest, Houston, 
spoke on “Mechanics of a Bank Trust 
Department” on October 24. 

San Antonio, Tex. — James Copeland 
of the Internal Revenue Service. spoke 
on “Valuation of Farm and Ranch Real 
Estate for Estate Tax Purposes” on 
October 17. 

Seattle, Wash. — “Corporate Tax Ad- 
vantages for the Professional Man — A 
Progress Report” was discussed by VW. 
Roger Johnson, attorney and tax law 


' specialist, at the October 25 meeting. 


Yakima, Wash. — Officers of the 
newly formed Yakima Estate Planning 
Council are: Pres. — Max Vincent, at- 
torney; Vice Pres. — Ted W. Greene. 
life underwriter; Sec. — Kenneth Wil- 
liams, accountant; Treas. — Homer 
Crollard, trust department, National 


Bank of Commerce, Yakima. 

Madison, Wis. — Warren Stolper, at- 
torney, spoke October 2 on “The Pro- 
fessional Corporation.” He was active in 
the passage of the new statute in Wis- 
consin. 

Toronto, Ont. — “Recent Tax Amend- 
ments” were considered by Henry N. 
Jordan, C.A., on October 3. At the 
same meeting Lloyd E. Newth, C.A, 
spoke on “A Good Look at Goodwill.” 

A A A 
ON ENERGY FRONT 
(Continued from page 1042) 
gas and electricity except for mobile 
uses, while oil and coal will compete 
for the raw energy market. 

The effect of a practical method of 
controlling the hydrogen fusion reac- 
tion is an imponderable factor in this 
complicated competitive energy picture. 
So are solar energy and chemical and 
other thermal methods of generating 
electric power. Yet, anyone who has 
visited the Plasma Physics Laboratory 
at Princeton University, for example, 
cannot help coming away feeling that 
use of nuclear fusion for power genera: 
tion is an ultimate possibility. 

Therefore, from an economic stand- 
point the competitive picture is bright. 
The availability of multiple forms of 
energy in a relatively free marketplace 
tends to place a ceiling on the price of 
any one form of energy. The very vola 
tility of the energy market offers as 
surance that new energy reserves Will 
be developed to provide for market 
needs and the nation’s economic prog: 
ress. 
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jin Oregon,” is offered by First National 


‘\Newspe per and Magazine Advertising 


“Com vetent, confidential, trust serv- 
. anywhere 


Bank of Oregon, Portland, in an ad 
which siates that if the reader’s bank 
has no trust department “you're invited 
to utilize First National’s completely 
staffed facilities. There’s a minimum of 
time consumed because our trustmen are 
in the field constantly, and will call on 
you and your clie: ¢ where you live.” 

Corporate Tr is the titlh of an 
ad for Fidelity Union Trust Co., New- 
ark, N. J. The ad offers also relocation 
information, wire transfer, collections, 
and credit and investment information 
on New Jersey names. 

“Investment Management . free 
from conflicting activities,” headlines an 
ad from Fiduciary Trust Co., New Yor-k, 
“In today’s climate of merger and. con- 
solidation, it becomes increasingly im- 
portant to know that our original ob- 
jective is unchanged — to remain an 
independent Trust Company providing 
sound and alert investment management, 
free from the influence of conflicting 
activities.” ’ 

“Tomorrow is raade to order at City 
National” states an ad from City Na- 
tional Bank ancl Trust Co., Kansas City, 
Mo. The trusst department is always 
ready to “extend its many banking serv- 
ices to our correspondent banks, in the 
planning qf estates, trusts, employee 
benefit programs, and in the continuing 
managernent of these plans for tomor- 
row.” 

“Triustee Investments Act, 1961” cap- 
tions/an ad for Rothschild & Sons, Lon- 
Aon England. Surrounded by an ela- 


? 
or 





| bgrate border with coat-of-arms at the 
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| Illustration in ad from First National Bank 
of Minneapolis. 
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ON THE PUBLICITY FRONT 


top, the ad invites communication from 
trustees for settlements and others re- 
sponsible for managing investment port- 
folios. 


“Mr. First salutes 11 new chartered 
Life Underwriters!,” announces First 
National Bank of Atlanta, Ga., the ad 
pictures the 1] underwriters who as “re- 
cent graduates of the American College 
of Life Underwriters have earried the 
highest professional degree in their 
field,” lists the names of Atlanta’s 103 
other C.L.U.’s, and asks the reader to 
“Let Mr. First worlk with your life un- 
derwriter in he'iping you plan tomor- 
row’s security today.” 

A full page ad in the New York Her- 
ald."fribune urges readers to make pro- 
visions in their wills “to share in the 
continuing labors of Red Cross.” The 
ad, sponsored as a public service by 
Macy’s department store, includes a 
“Memo to my Lawyer” which is to be 
clipped and mailed in order to remind 
the lawyer of this change in the will 
at the next revision. 


“The Installment Trust” is advertised 
by Rhode Island Hospital Trust Co., 
Providence, “for your children’s college 
education ... your retirement needs . . 
your family’s security. Begin with as 
little as $100 . . . add as little as $25 
each month.” As trustee, the bank in- 
vests the growing fund in common 
stocks selected for anticipated invest- 
ment growth. 


“Radar for Investors?” asks an ad 
of First National Bank, Minneapolis, 
which pictures a large radar screen 
scanning the sky. The investment re- 
search organization of the bank can 
be “a sensitive, protective device for 
investors — as radar is a valuable pro- 
tective device for national defense. 
Through day-by-day study this group 
sweeps the investment skies, mapping 
changes in the economy, reporting on 
the prospects of individual corporations. 
and reviewing what is happening in 
various fields in the economy.” 

“Is retirement the word for it?” ques- 
tions an ad from First National Bank 
and Trust Co., Macon, Ga. A successful 
man retires these days, it says, and 
presto he’s downtown lending his ex- 
perience to a young struggling company. 
out in the workshop inventing some- 
thing, or jetting off to see the world. 
writing a book or going back to school. 
Independence might be a better word for 
this second lease on life. Whatever you 


call it, our financial experience and 
property management services can help 
you prepare for it — and to enjoy it 
more when the time comes. 

“The Skill and the Tools” captions a 
picture of a cabinet maker at work in 
an ad from Bank of Virginia, Richmond. 
The amateur with a jackknife and a 
screwdriver cannot be expected to turn 
out professional work, nor can an ama- 
teur executor or trustee produce the 
most in dollars and benefits for your 
family. The bank’s officers of long ex- 
perience and proven skill, have also the 
necessary tools . . . investment and tax 
counsel, two common trust funds, a 
Trust Committee, and a fully staffed in- 
vestment department. 

“Many Moons From Now,” says an 
ad from First National Exchange Bank, 
Roanoke, Va., “we will be here ready 
to act as your executor — trained, re- 
sponsible, helpful.” The thought is em- 
phasized by a large picture of the moon. 

“Don’t let your estate trickle away!” 
urges Atlantic National Bank, Jackson- 
ville, Fla, The ad depicts a large wooden 
barrel from which liquid is slowly leak- 
ing out of the bottom. 

“IT earned $5,000 an hour for my 
family” says an ad for First National 
Bank, Elgin, Ill. “Just two hours with 
my trust officer and my attorney got my 
Will started .. . a Will that means $10,- 
000 more for my wife and children, be- 
cause of tax and other savings. 

The succinct caption, “Busy,” under 
a picture of a hand holding a telephone 
receiver in an ad from Central Trust Co., 
Cincinnati is aimed at the medical pro- 
fession. “Office full of patients, phone 
buzzing, house calls waiting, hospital 
rounds to make — pretty busy day, doc- 
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See text for message in this ad from First 
National Exchange Bank of Roanoke. 






1075 





tor. And when you finally do get home, 
there’s more work, keeping tab on in- 
vestments, property and other business 
details. Many busy doctors have elimi- 
nated this worrisome homework by turn- 
ing it over to our expert financial man- 
agers.” 


Films 


A handful of banks across the country 
are now using a new medium to pro- 
mote investment management services of 
their trust departments. What is believed 
to be the first motion picture on this 
subject has been developed and put into 
service by the Boston Safe Deposit and 
Trust Co. 

The film, entitled “Behind the Balance 
Sheet,” is a 20-minute color presenta- 
tion of bank investment management 
services combining graphic animation 
with live action photography. It took six 
months to produce and was_ photo- 
graphed from Maine to California. The 
picture opens with a panoramic view of 
American industry and depicts through 
animation how change and complexity 
are built into our economic system. The 
picture then asks the viewer: 

“With things changing as fast as they 
are, how can the armchair investor com- 
pete with an experienced, fully-staffed 





Blt 


LITTLE 


Whatever you need han- 
dled in Central New 
Jersey, we have the 
facilities (largest Trust 
Department in the area) 
and the experience (over 
50 years in the Trust 
field) to handle it just 
the way you want! 





PLAINFIELD 
TRUST 


STATE NATIONAL BANK 
Plainfield, New Jersey 
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Ed Thomas, Security Analyst o& Boston Safe Deposit and Trust Co., delivers opening lines 
for film from his office. This portion of the film was photographed at 20th Century Fox 
facilities in New York City by Roger Wade Productions, Inc. 





organization whose only business is to 
invest prudently?” 

A security analyst then describes eval- 
uation and selection of investments, in- 
cluding research work and the extensive 
field trips made to verify findings and 
appraise future prospects. Another se- 
quence illustrates the special benefits in 
having an investment management ac- 
count. The film ends with a personal mes- 
sage by the chief executive officer on the 
importance of the job of investment 
management. 

Boston Safe Deposit and Trust Com- 
pany, a large trust company with a com- 
paratively small banking department, be- 
gan considering production of a special 
film on investment management after it 
was decided that the work of a large staff 
of security analysts could be put to 
much greater use if the bank were to in- 
crease its share of investment manage- 
ment business. The Estate Planning De- 
partment has developed future trust busi- 
ness, the results of which naturally do 
not appear in the current balance sheet. 
Current fee-producing business conse- 
quently is the major objective. 

According to Prescott L. Kettell, assis- 
tant vice president in the Estate Plan- 
ning Department, the first problem was 
how to make securities research and 
management pictorially interesting and 
the second was cost. 

Roger Wade Productions, Inc., the 
producers, solved the first problem by 
suggesting a method of combining ani- 
mation with live photography. Mr. Ket- 
tell suggested a custom film to be made 
adaptable for other banks with similar 
services and a new process was finally 
worked out allowing joint sharing of 
production costs by institutions in non- 
competitive areas. 


Boston Safe Deposit has found the 
‘ulm to be one of their “most effective 
communications tools,” and according 
to William W. Wolbach, president, “It 
tells a story in 20 minutes that an elo. 
quent executive couldn’t tell in two 
hours.” 


Lobby Display:s 

Flashing lights and recorded reports 
tell “The Story of iSanking” in a new 
permanent display at «1ptown headquar- 
ters of First National Cty Bank of New 
York at 399 Park Ave. The exhibit, first 
of its kind, shows by means of displays, 
films, recordings, and animated dia- 
grams, how banking has evolved and 
how a modern bank operates.. 


Trust services of banks are explained 
in one display which is operated by 
means of a button. The services are ex- 
plained on three large white tablets. each 
of which rotates into view when the but- 
ton activates it. The display points out 
that in addition to providing trust serv- 
ices to a growing number of families, 
corporations, and other organizations, 
banks serve millions of others indirectly 
through their management of the funds 
of employee pension plans. 


One section of the exhibit provides 
answers to more than 100 questions 
through use of a selector button that 
gives access to pre-recorded information. 
The questions range from the correct 
method of endorsing a check to the role 
of banks in the economy. The exhibit 
cost $300,000. 


Booklets 


A car bought in 1928 that has been 
sitting unused in Uncle Silas’ barn 1s 
now up for sale by the estate’s executor, 
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reports ‘he current issue of Montreal 
Trust ( ompany’s “Forethought.” The 


car has some value as an antique, the 
article «ates, but would hardly be con- 
sidered ec perfect answer to a family’s 
current : ansportation requirements. Al- 
though » is in mint condition, it is far 
from a « »mfortable car by today’s stan- 


dards. A Will which was drawn 30 years 
ago is li cly to be equally out of date. 
“How Trusts Protect Your Family’s 
Future” iitles the current issue of “Blue- 
prints for your Financial Future” pui 
out by First National Bank, Atlanta, Ga. 
It hardly seems possible that one estate 


J of $200.000 may eventually pay over 


$25,000 more in taxes than another of 
the same size, it states, yet this can 
happen. The booklet describes how a 
trust can help a widow maintain all 
comforts to which she is accustomed, 
protect her property from unnecessary 
loss, manage her affairs if she becomes 
disabled, supply money for emergencies 
and preserve as much as possible for the 
children. 

“From Washington to Lincoln to To- 
day” a new booklet published by First 
New Haven (Conn.) National Bank to 
herald the completion of its new 11- 
story. $3,400,000 bank building — 
traces the bank’s development and 
growth since its establishment in 1792. 
It claims the position of the nation’s 
oldest national bank, having received 
its charter on June 20, 1863. A sketch 
of the trust department office accompa- 
nies a description of that department... 
“one of the largest in New England.” 


Forums 


One hundred and fifty Philadelphia 
drea college women are attending four 
classes this month at Fidelity-Philadel- 
phia Trust Co.’s main office. The speak- 
ers on finance and law were enlisted by 
Frederick G. Rogers, vice president, es- 
tate planning division. The forum is 
sponsored by the American Association 
of University Women, and the bank is 
host for tea after each session. The lec- 
ture topics are: “Investment Manage- 
ment,” “Taxes,” “Wills and’ Jointly 
Owned Property,” and “Trusts: types — 
advantages and uses.” 

National City Bank, Cleveland con- 
ducted its seventh Women’s Finance 
Forum during September with more 
than 1500 participants. The first topic 
— “Investing in a Changing World” 
was followed by a case study in financial 
planning and finally a review of the 
investment portfolio of the case history. 

Life insurance underwriters in New 


York City are participating in a series 


NovemBer 1961 


er 


View of audience at first of series of insurance seminars conducted by First National City 








Bank of New York, with vice president John Fitzgerald addressing the group. 





of lectures sponsored for the second 
year by First National City Bank at its 
Uptown Headquarters. The lectures are 
held on the third Thursday of the month 
from 9 to 10 A.M., preceded by an 8:45 
A.M. coffee period. Fred L. Rush, as- 
sistant trust officer, is in charge. Dates 
and subjects of the lectures are: Novem- 
ber 16 — Life Insurance Funding of 
Deferred Compensation Agreements, Al- 
fred S. Howes, Connecticut Mutual Life 
Insurance Company; January 18 
Analysis of Equity Securities, John E. 
Crane, vice president in charge of In- 
vestment Research, First National City 
Bank; February 18 — The Corporation 
Executive, Norman J. Larkin, trust offi- 
cer; March 15 — Stock-Purchase Agree- 
ments in a Closed Corporation, William 
E. Murray, New York attorney; April 19 
— First National City Bank and the 
Life Underwriter, Fred L. Rush, assist- 
ant trust officer. 


A A A 


Sources of New Trust Business 


A study of new wills deposited and 
of life insurance trusts, conducted for 
the past four years at First National 
Bank, Minneapolis, has enabled the 
bank to make a reasonably accurate 
estimate of the sources of assistance in 
making the contact that eventually led 
to each closed sale. Top three on the 
list, as presented by Floyd L. Dwight, 
vice president and trust officer, in the 


October FPRA Bulletin are: 


Dollar Value Number 
Source Percentage Percentage 
Attorneys - 36.3 42.1 
Local affiliates and 
the banking dept. 27.2 18.2 
Trust Dept. . 14.5 13.9 


No other source produced as much as 
10% of the dollar value or more than 
10.1% of the number. 


Trust BUSINESS IN COMMUNITY 
PROPERTY STATES 


Trust development in the eight com- 
munity property states is vividly de- 
scribed by Edwin McInnis, vice presi- 
dent, Bank of America, in September 
FPRA Bulletin. The problems of com- 
munity and separate property make it 
easy for a trust new business man to 
persuade his prospect that he ought to 
have a will. The State Bar conducts a 
course for lawyers in will preparation 
and trustmen actively participate, lec- 
turing and writing. 





Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 





















HAMMOND B. NICHOLSON, former 
president and chairman of the board of 
Coca-Cola Co., established a marital de- 
duction and a residuary trust by the 
terms of his will. The income of both 
trusts is distributable to his wife and 
upon her death, if she fails to exercise 
a power of appointment over the princi- 
pal of marital deduction trust, the re- 
mainders of both trusts are to be di- 
vided into five equal shares and paid 
over to their five children. If any of the 
children predecease the widow, the trus- 
tee is directed to administer the share 
allotted to that child for the benefit of 
the deceased’s descendants until they 
each attain age 21. In the event that any 
of his children should die without leav- 
ing living descendants, his share is to be 
divided among the other children. 

The power to invade both trusts for 
the benefit of Mrs. Nicholson is given 
to the trustee, but in determining the 
necessity of making any payment out of 
principal, the trustee is directed to take 
into consideration other sources of in- 
come available to her. The Trust Com- 
pany of Georgia, Atlanta, is designated 
executor and trustee. 


ALFRED VAN SANTVOORD OLCOTT, for- 
mer president of the Hudson River Day 
Line, gave his tangible personal property 
and real property located in Maine to his 
wife. He further bequeathed to his wife 
that additional part of the residuary 
estate which would enable the estate to 
obtain the maximum marital deduction, 
and directed that the remaining part of 
the estate be placed in trust for the 
widow and distributed to his living issue 
per stirpes upon her demise. Any part 
of the estate that becomes distributable 
to a minor is to be held in trust until 
the beneficiary attains his majority. 

The United States Trust Co. of New 
York and an individual are nominated as 
executors and trustees. The will provides 
that the individual executor and trustee 
may resign by rendering an account of 
his proceedings to the corporate trustee. 


CHESTER I. BARNARD, former President 
of the Rockefeller Foundation and the 
New Jersey Bell Telephone Co., directed 
his executors to establish a marital de- 
duction trust for the benefit of his wife, 
and provided that Mrs. Barnard could 
request of the executors in writing, from 
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time to time, so much of the principal as 
she desires. In the event she does not ex- 
ercise her power of appointment over 
the remainder of the trust it shall pass 
in the same manner as the residuary 
estate. ‘ 

The balance of the estate is also to be 
held in trust, the income distributable to 
the widow, and the principal to be 
divided into equal shares, one share for 
each grandchild living at the time of her 
death, and one share for the descendants, 
collectively, of any grandchild who shall 
not have survived Mrs. Barnard. How- 
ever, if at that time any of the living 
grandchildren shall not havé attained 
age 35, his share shall be held in further 
trust and fractional distributions of the 
principal shall be made before ages 25 
and 35. The share distributable to the 
descendants of a predeceased grandchild 
shall be per stirpes. The Chase Manhat- 
tan Bank of New York is appointed 
executor and trustee. 


GEORGE VANDERBILT, great-great- 
grandson of Commodore Cornelius Van- 
derbilt, founder of the family fortune, 
executed his will on the day prior to his 
death. He devised to his wife the Shadow 
Valley Ranch and all his real property 
located in California, and to his daugh- 
ter, the Mansion House and his other 
real property in South Carolina. He pro- 
vided that one-third of his adjusted gross 
estate, as defined by the Internal Revenue 
Code, shall be held in trust for his wife, 
with power to appoint the remainder 
granted her. If Mrs. Vanderbilt fails to 
exercise this power, the principal shall 
be held in further trust for the benefit 
of his daughter and the trustee is di- 
rected to apply to her use or pay over 
the income to her. The remainder is dis- 
tribvtable to the income beneficiary’s liv- 
ing issue. 

The residuary estate is also to be held 
in trust for his daughter with the princi- 
pal to be distributed to her issue. How- 
ever, if she is not survived by issue, 
then the remainder is to be eaually dis- 
tributed between his wife and his brother 
Alfred. 

The United States Trust Co. of New 
York, the brother and another individual 
are named as executors and trustees. 


EMILA DE APEZTEGUIA TIFFANY, widow 
of Charles L. Tiffany, former vice presi- 


dent and director of Tiffany & Co., the 
jewelry house founded by his granq. 
father, provided for the distribution of 
$11,000 to three of her relatives and qj. 
rected that the residue of the estate be 
divided into equal shares for her foy,y 
stepchildren and a nephew. In the event 


that any of these five do not survive hey | 


that share shall be distributed among his 
issue per stirpes. The Bankers Trust Co, 
of New York and one of the stepsons are 
named as executors. 


Howarp Bruce, holder of the Dis. 
tinguished Service Medal, highest Feder. 
al award for a civilian granted because 
of his services as Director of Materiel 
in World War II, made several cash be- 
quests including $50,000 to the Virginia 
Military Institute, his alma mater, over 
$30,000 to various friends and employ. 
ees, and $100,000 in trust for the benefit 
of his brother for life and then for his 
brother’s wife. A maximum marital de- 
duction trust is created for Mrs. Bruce 
by a formula clause, with three equal 
trusts of the residue set up, that being 
the number of surviving daughters. 

During the lifetime of Mrs. Bruce, 
the income of the latter trusts is to be 
distributed to the widow and daughters 
in such amounts as the trustees deem 
necessary and desirable, and any income 
that accumulates is to be added to 
the principal of the trusts. After the 
demise of Mrs. Bruce, the net income 
is to be distributed to the daughters or 
their descendants until the death of the 
last survivor of the daughters. Mr. 
Bruce’s grandchildren, at that point of 
time, shall receive the principal of the 
trusts. 

The Baltimore National Bank , (of 
which Mr. Bruce had been an organizer, 
chairman and president) and an indi- 
vidual are named executors and trustees. 
The executors are directed to carry out 
the instructions for the payment of cer- 
tain legacies mentioned in a letter writ- 
ten in 1951 and placed with the will. 
If the office of the individual trustee 
should become vacant, a majority of the 
adult beneficiaries may appoint another 
individual in his stead. The individual 
trustee, with the written approval of a 
majority of the adult beneficiaries, is 
authorized to remove the corporate trus- 
tee and appoint another corporate trustee 
as successor. 


A A A 


e Among the written projects added by 
the 1961 Class of the School of Financial 
Public Relations to FPRA’s growing 
library in “A Business Development and 
Public Relations Plan for a $20 Million 
Bank” prepared by Gilbert H. Todd, 
assistant vice president, Elliott State 
Bank, Jacksonville, Ill. Definite objec- 
tives were established in trust business 
and four other areas of service. The plan 
was based on a three months’ study of 
the bank and the community. 
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By RAYMOND F. GREGORY 
Battle, Fowler, Stokes & Kheel, New York 


Books 


Page on the Law of Wills (Revised): 
Voiume IV 


WILLIAM J. BOWE and DOUGLAS H. PARK- 
ER. W. H. Anderson Co., Cincinnati. 


The validity of a will and its admis- 
sion to probate are the principal subjects 
of study in the volumes previously issued 
in this revision. The period subsequent to 
probate — the period of administration 
— is the main topic of examination of 
the materials presented in volume IV. In- 
asmuch as problems of construction are 
of rather frequent occurence, three chap- 
ters of this volume have been given over 
to discussion of the general principles of 
construction, proceedings to construe a 
will and evidence in aid of construction. 
In brief, the subject matter of the re- 
maining chapters analyzes problems re- 
lating to the description of the property 
passing by the will, the description of 
the persons to whom the property passes, 
and the nature of the estate and inter- 
ests created by the will. 

With the publication of this volume, 
this revision by installments is half com- 
pleted. Two of the remaining four vol- 
umes will present textual materials, the 
third will contain various forms and ap- 
pendices, and the fourth will embody 
the index and table of cases. 


Pension Trends and the Self-Em- 
ployed 

RICHARD M. CORBETT. Rutgers University 

Press, New Brunswick, N. J. (156 pp.; $4.50). 

This fourth volume of the Rutgers 
Banking Series is based on the author’s 
thesis written at the Stonier Graduate 
School of Banking, and its subject of 
study is the Keogh Bill and the legisla- 
tive proposals leading up to the House 
approved version of the bill. Although 
it is not intended to solve all the statu- 
tory and administrative problems arising 
out of the Keogh Bill, it does pndertake 
to provide a basic understanding of the 
proposed legislation and attempts to 
evaluate its significance, 

The pessible effects of the bill (the 
author states that there are 10 million 
professional and self-employed persons 
in this country) are examined as well as 
the areas of participation by banks, trust 
companies, insurance companies and in- 
vestment companies. The topics discussed 
Include pension plans and social security, 
methods of financing pension plans, the 
mechanics of trust administration, and 
Pensions and our economy. 
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General Insurance: Sixth Edition 


JOHN H. MAGEE. Richard D. 
Homewood, Ill. (891 pp.; $10.60). 


Irwin, Inc., 

The author completed the manuscript 
for the sixth edition of his classic work 
just a month prior to his death. Origin- 
ally published in 1936, this volume has 
been widely used by insurance companies 
for training purposes and it is an ap- 
proved text for the course in insurance 
principles of the Insurance Institute of 
America. Its area of study is the entire 
field of insurance and it offers materials 
on the basic principles of insurance, 
insurance coverages, and_ significant 
aspects of planning and management. 

Added attention has been given in this 
latest edition to health and disability 
benefits and to the growing area of 
group insurance. In addition to the more 
general topics of study the readers of 
TRUSTS AND ESTATES will want to avail 
themselves of chapters reviewing prin- 
ciples underlying life insurance, life in- 
surance contracts, annuities, and insur- 
ance planning. 


Working With the Revenue Code — 
1961 


Edited by T. T. SHAW. American Institute of 

Certified Public Accountants, 270 Madison Ave., 

New York 16 (256 pp.; $3.50, cloth; $2.50, 

paper). 

For a number of years the Journal of 
Accountancy has presented tax-saving 
advice of eminent tax authorities in its 
column entitled the “Tax Clinic.” Ap- 
proximately 70% of this volume, the sev- 
enth annual compilation of the more use- 
ful items appearing in the column, con- 
tains past contributions to the column 
that have been revised to reflect the lat- 
est developments. The remainder of the 
materials have not appeared in the 
earlier editions. 

The format is rather interesting. Each 
article has been indexed according to the 
code section with which it principally 
deals and the book has been arranged 
like the Code with chapter heading cor- 
responding to the Code chapters and 
subchapters. Thus, the practitioner can 
examine the ideas and comments of men 
experienced in the particular area. 


ARTICLES 


Life Insurance and the Federal Tax 

Lien ’ 

PAUL H. WALKER. Journal of the American 

Society of Chartered Life Underwriters, Fall, 

1961 (266 S. Bryn Mawr Ave., Bryn Mawr, Pa.; 

$1.50). 

The Federal Tax lien falls upon all 
the assets owned by or owed to the tax- 
payer. The right of the government to 
seize life insurance policies has long been 
settled, but the right of the government 
to proceed against a life insurance com- 
pany to collect the cash surrender value 
of a policy owned by a delinquent tax- 
payer is far from settled. The author 
studies the cases that have ruled upon 


this issue and discusses the conflicting 
obligations of the life insurance com- 
pany to the policyholder, the government, 
and the policy beneficiary. 


How to Make Money by Giving it 

Away 

RALPH R. NEUHOFF. The Practical Lawyer, 

October, 1961 (133 S. 36th St., Philadelphia 4; 

$2.00). 

The Author’s thesis, briefly stated, is 
that a taxpayer may actually profit by 
establishing a charitable trust. The 
“money making” trust is one created 
by a married taxpayer who donates the 
corpus of the trust for a definite term of 
years, designates a charity as the in- 
come beneficiary, and directs the remain- 
der to be paid over to members of his 
family who are neither minor dependents 
nor his spouse. Set forth, and comprising 
more than one-half of the article, are 
ten mathematical exhibits demonstrating 
the point at hand and from these the 
author draws seven principles to guide 
the estate planner. The article is also 
published in the October issue of the 
University of Pittsburgh Law Review 
with extensive citations. 


Severance of Joint Tenancy in Con- 
templation of Death 

J. NELSON YOUNG. Journal of Taxation, Sep- 

tember, 1961 (147 E. 50th St., New York 22; 

$1.50). 

Until a recently decided District Court 
case, the conversion of property held in 
joint tenancy to a tenancy-in-common, 
even though made in contemplation of 
death, effected an exclusion of one half 
of the property from the decedent’s gross 
estate. The contrary position was taken 
in Harris v. U. S. The author suggests 
that solution should be by legislative 
means, 


The Tax Use of Charitable Trusts 


LEON B. BROWN. Taxes, September, 1961 
(4025 W. Peterson Ave., Chicago 46; $1.00). 


The author’s purpose in this article 
on charitable trusts is twofold — to dis- 
cuss new developments in a long estab- 
lished tax-saving instrument and to dis- 
cuss something entirely new. As to the 
former, he looks into recent occurrences 
affecting inter vivos charitable remainder 
trusts including the apparent trend on 
the part of the commissioner to search 
out indirect expenditures of trust corpus 
that benefit the income beneficiaries. This 
trend demands re-examination of such 
trust provisions as those establishing re- 
serves for depreciation and _ clauses 
granting trustees discretion as to what 
constitutes principle and income. Dis- 
cussion of the new centers on the testa- 
mentary accumulation trust for a charity 
which may be used for the maximum 
benefit of the remainderman while pro- 
viding an element of protection to the 


family of the testator from unforseen 


adverse events. 
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SECTION 1. [Definitions.] As used in 
this Act: 

(1) “death tax credit” means the 
credit against the federal tax for state 
death taxes; 

(2) “decedent” means the decedent in 
relation to whose estate a tax is im- 
posed by this Act; 

(3) “executor” means the person re- 
quired to file a return; 

(4) “federal tax’ means the tax im- 
posed on the transfer of the taxable es- 
tate of decedents by the Internal Rev- 
enue Code; 

(5) “gross estate” means the gross 
estate as finally determined and valued 
for federal estate tax purposes; 

(6) “Internal Revenue Code” means 
the Internal Revenue Code of 1954, Pub- 
lic Law 591—Chapter 736, 2nd Session 
of the Eighty-third Congress of the 
United States, approved August 16, 1954, 
as thereafter amended; [as the same is 
in force as of the effective date of this 
Act;] 

(7) “return” means the estate tax re- 
turn required to be filed by the Internal 
Revenue Code; 

(8) “state” means any state, the Dis- 
trict of Columbia, the Commonwealth of 
Puerto Rico, and any possession of the 
United States; 

(9) “state death taxes” means any 
estate, inheritance, legacy, or succession 
taxes actually paid to any state for which 
eredit against the federal tax is allow- 
able under the Internal Revenue Code. 

SECTION 2. [Imposition of Tax in Re- 
lation to the Estate of a Domiciled De- 
cedent.| A tax is levied against the 
estate of every decedent domiciled in this 
State upon the transfer of the estate in 
an amount, which, together with any 
other state death taxes imposed by this 
State in relation to the estate, equals 
the amount of the death tax credit. 

SECTION 3. [Credit Against the Tax.] 


*Approved by National Conference of Commis- 
sioners on Uniform State Laws at its Annual Con- 
ference at St. Louis, July 31-August 5, 1961. 


UNIFORM DEATH TAX CREDIT ACT* 


The tax levied by Section 2 shall be re- 
duced by any state death taxes imposed 
by any other state in respect of any 
property included in the decedent’s gross 
estate, except taxes of the purpose and 
character of the tax levied by Section 4 
that are not apportioned in the manner 
provided in that Section. 

SECTION 4. [Imposition of Tax in Re- 
lation to Property of Non-domiciled De- 
cedent.}] A tax is levied against the es- 
tate of every decedent not domiciled in 
this State upon the transfer of the por- 
tion of the decedent’s gross estate in this 
State equal in amount to that proportion 
of the amount by which the death tax 
credit exceeds the amount of state death 
taxes, exclusive of taxes imposed by 
other states of the character and purpose 
of the tax levied by Section 2, which the 
value of the portion of the decedent’s 
gross estate in this State bears to the 
value of decedent’s entire gross estate. 

[SEcTION 5. [Filing Copies of Return, 
etc.] Every executor of a decedent dying 
domiciled in this State or of a non-domi- 
ciled decedent who died owning property 
in respect of which the tax is imposed 
by this State, shall file with the [ 
] within sixteen months after the 
death of the decedent a copy of the re- 
turn, duly verified, and within thirty 
days after the receipt of any communi- 
cation from the Internal Revenue Serv- 
ice or the United States Treasury or of 
the final judgment of any court having 
jurisdiction confirming, increasing, or 
diminishing the federal tax shown to be 
due on the return shall file a copy there- 
of with the ,[——— ]. If the time 
for filing of the return is extended with- 
out penalty by the Internal Revenue 
Service, and a copy of the document of 
extension, duly certified by the person 
filing it, is filed with the [ al, 
the time for filing a copy of the return 
is extended for a period ending thirty 
days after the period of extension 
granted by the Internal Revenue Serv- 
ice. ] 

















STATEWIDE 
SERVICE 





Esty 
TRUST BeeVe CO 7. VF 
BANK 


NEVADA’S 
BANK 


of Nevada 


1080 





$300,000,000. 





[SECTION 6. [Assessment of the Tas.) 
Upon receiving a copy of the return the 
[ ] shall assess the tax jp 
an amount determined on the basis of 
the return and in accordance with this 
Act. Upon receiving a copy of the com. 
munication from the Internal Revenue 
Service or the United States Treasury 
or of the final judgment of any court 
having jurisdiction he shall take ap. 
propriate action including making an ad- 
ditional assessment or abatement of as. 
sessment. Any additional assessment 
shall be paid in the same manner as the 
original assessment. Any overpayment 
shall be refunded to the executor by the 








[ ]. Claims for refund shall 
be filed with the [ ] within 
[__-—————_] from date of final deter- 


mination of the federal tax.] 


[SEcTION 7. [Notification of Assess- 
ment.] Upon the assessment of the tax 
or of any additional assessment the 
[————————-] shall notify the executor 
of the assessment by registered mail di- 
rected to his last known address. ] 


[SEcTION 8. [Payment of the Tax.] 
The tax shall be paid by the executor to 
the [ ] within thirty days 
after mailing of the notice of assessment. 
Any additional assessment shall be paid 
within thirty days after the date of 
mailing of notice thereof.] 





[SEcTION 9. [Interest.] If the tax or 
any part thereof is not paid as provided 
in this Act, the unpaid tax or part there. 
of bears interest at the rate of [———] 
per centum per annum from the date 
upon which payment is required to the 
date of payment. A refund of over-pay- 
ments bears interest at the rate’ of 
[ ] per centum from thirty days 
from receipt of the claim for refund by 
the [—— ] to the date of pay- 
ment of the refund.] 





[SEcTION 10. [Lien for Tax.] If an ex- 
ecutor liable to pay the tax or any addi- 
tion thereto refuses to pay the same af- 
ter demand, the amount thereof, to- 
gether with interest, is a lien in favor of 
this State on all property in the gross 
estate of the decedent in this State.] 


[SECTION 11. [Penalties.] An executor 
required by this Act to pay the tax or 
any addition thereto or to file copies of 
the return or of any communication 
from the Internal Revenue Service or 
the United States Treasury or copies of 
a final judgment of any court having 
jurisdiction confirming, increasing or di- 
minishing the federal tax, who willfully 
fails so to do, is guilty of a misdemeanor 
and upon conviction shall be fined not 
more than [ ], or imprisoned not 
more than [—— ] or both [to- 
gether with the costs of prosecution].] 

[Then follow the usual sections deal- 
ing with uniformity of interpretation, 
short title, severability.] 
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CORK ESPONDENCE 
(Continued from page 995) 


The trouble lies in the fact that many 
hard-working agents inadvertently give 
testators the impression that their insur- 
ance is properly settled when they list 
the policies in a brochure. They make 
up for their careless attitude by saying: 
“Be sure to see your lawyer to get that 
will drawn,” once they’ve sold a new 


policy or policies, without ever asking 
the attorney how to tie the new insur- 
ance into an over-all estate plan. 


But | cannot agree with Joe’s remark 
that “There is no excuse for wills that 
run to a score of pages or more, and 
which read like corporate mortgages.” ? 
Maybe the saving grace in my office is 
that they sound like wills. I plead guilty 
on one count, however: my wills are 
longer today than the ones I wrote ten 
years ago. But the length is invariably 
in the dispositive provisions, and is usu- 
ally occasioned by the consideration of 
differing order of deaths among the 
testator’s objects of natural bounty. 
Ever since the automobile was invented, 
to say nothing of the airplane, it has 
become increasingly necessary to con- 
sider alternative testamentary disposi- 
tion schemes, depending on who sur- 
vives the testator or testatrix in the im- 
mediate family group. 

As to “boilerplate,” as it’s commonly 
called, or the administrative provisions, 
mine are about two full pages, are for- 
ever being reread for improvements, but 
are no longer than in the wills I drew 
10 years ago. 

I don’t care whether the testator un- 
derstands every word, so long as I give 
him what he really wants. He is a lay- 
man, not an attorney. He is entitled to, 
should receive, and gets from me, an 
outline of the dispositive provisions in 
words of one or two syllables. 


William D. Loucks, Jr. 
New York City 


One Incorporator Only 


The article, ‘Professional Service 
Corporations” (September)  is-excellent, 
and timely. It contains, however, one 
error. The article mentions that three 
qualified incorporators are necessary. 
Mr. Eber may not have been aware of 
an opinion by Richard Ervin, the Attor- 


| ney General of Florida issued on July 7, 


1961, to the effect that only one incorpo- 
rator is necessary under the Florida Act. 


Philip H. Shulins, 
New York Life Insurance Co. 


Daytona Beach, Fla. 


Ep. Note: To Mr. Shulins and others 
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who have -written us about this point 
we explain that the author’s manuscript 
was submitted just prior to July 7, the 
date of the opinion referred to. We 
thank our readers for setting the record 
straight. 


Real Estate Investment 
Trusts Re-examined 


As a trustee and fiscal agent of U. S. 
Realty Investments, the first diversified 
real estate investment trust to register 
its securities with the Securities and Ex- 
change Commission after the new tax 
benefits became law, and the first such 
trust to have its securities offered for 
sale in as many as twenty-three states, 
we have read with some concern the 
article on real estate investment trusts 
in your September issue. Our interest is 
to set the record straight, since it would 
be a disservice to your readers to have 
them misled by the article as to certain 
purported unfavorable tax consequences 
and investment opportunities of real es- 
tate investment trusts. 

We are amazed to read the suggestion 
that a real estate investment trust is not 
likely to appeal to an investor in a high 
income tax bracket. In any properly 
managed real estate investment trust the 
objective is to carefully diversify hold- 
ings so that the trust portfolio includes 
conservative properties and properties 
with higher anticipated yields, so that 
through diversification the trust pro- 
vides maximum security for the investor 
while providing attractive yields. In ad- 
dition, an objective is to provide sub- 
stantially tax-free distributions to the 
beneficial holders of shares. Tax-free 
distributions depend on the ability of 
the trust to select from a variety of 
forms of depreciation that form which 
enables the trust to offset net income 
before depreciation with an_ equal 
amount of depreciation. It is likely that 
a number of real estate investment trusts 
will achieve this objective. It is thus 
clear that an investor in a high income 
tax bracket will find that the shares of 
a properly managed real estate invest- 
ment trust will be a highly desirable 
form of investment for him since most 
or all of the distributions to him will 
be tax-free. It is almost axiomatic to 
add at this point that the higher the 
taxpayer's bracket the more valuable 
this tax-free feature is to him. 

Tax-free distributions serve to reduce 
the investor’s basis in his shares of the 
trust. When the investor sells his shares, 
the prior tax-free distributions to him 
are, at the time of sale treated, in effect. 
as capital gains. Moreover, should the 





*’* &® &@ es 2 > @ 
oe @2) @ fe a ® 
» ses & ae» it) a 








sO] i mm £0) 8) 
SUGGEST 


A WILL OR 
|=] 10) 8] 5 ee 





Trust Officers and Advisors 
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Institute of America. This 
non-profit, non-sectarian in- 
stitution provides free educa- 
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services to the blind. The 
cooperation of bankers is a 
major source of help for this 
catastrophic handicap. Your 
inquiries are invited. 
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investor hold such shares until death, 
his shares will obtain a stepped-up basis 
and the distributions to him prior to his 
death can completely escape income tax- 
ation to anyone. 

In addition, as to a charitable-minded 
investor, when the basis for his shares 
has been reduced substantially through 
tax-free distributions, he can contribute 
the shares to charity and receive a de- 
duction against ordinary income for the 
full fair market value of the trust shares 
at the time of contribution. Not only 
does he obtain this deduction against 
ordinary income, but he also completely 
escapes ever paying any capital gains 
tax because of the appreciation on the 
value of the shares over tax basis. 

There are many other tax advantages 
which space does not permit us to detail 
here. We could point out, for example, 
that 150% declining balance deprecia- 
tion as well as straight-line depreciation 
is available to real estate investment 
trusts who buy rather than construct 
new properties, which is not apparent 
from the September 1961 article. 

Accordingly, it is obvious that the 
purchase of shares in a real estate in- 
vestment trust will (rather than will not, 
as stated by the author of your article) 
appeal to the high income tax bracket 
who seeks capital gains in his real estate 
investments. Sheldon B. Guren 


U. S. Realty Investments 
Cleveland, Ohio 


Response by author: 


It was not possible in the space alloted 
to my article to cover all of the possible 
income tax ramifications of real estate 
investment trusts, but rather an attempt 
was made to point out some general 
principles of interest to the investor. 
Certainly, as Mr. Guren points out, it 
is possible that a trust may select its 
property in such a way that deprecia- 
tion deductions will result in low tax- 
able income. 150% declining balance 


depreciation is available to trusts pur- 
chasing property, and 200% declining 
balance depreciation is available to 
trusis constructing new property. How- 
ever, | feel, as a general proposition, 
trusts will be well advised not to use 
accelerated depreciation for the reasons 
set forth in my article. There may, of 
course, be exceptions. Obviously, as Mr. 
Guren points out, an investor holding 
stock in a real estate investment trust 
for more than six months may sell his 
stock and have the gain taxed as long- 
term capital gain. 

Although Mr. Guren points to these 
advantages to the high income tax brac- 
ket taxpayer, I still do not feel that 
real estate investment trusts will gener- 
ally appeal to such an investor. My 
reasons for this conclusion are set forth 
in my article in detail but, in summary, 
they are as follows: 

(1) While accelerated depreciation 
can often be used by an owner of 
improved real estate to create a tax- 
able loss in early years, such a loss 
cannot be used by a real estate invest- 
ment trust or its stockholders. 

(2) The use of accelerated de- 
preciation by a trust may make it 
difficult in later years, when de- 
preciation is low, for the trust to both 
distribute 90% of its taxable income 
as is required and to meet mortgage 
payments, 

(3) The trust itself is not likely 
to have many capital gains. 


Therefore, as mentioned in my article. 
the use of accelerated depreciation and 
the creation of capital gains which ap- 
peal to the high bracket taxpayer are 
not as likely to be available through in- 
vestment in a real estate investment 
trust as through direct ownership of 
real property. 

Furthermore, an investor in a high 
tax bracket normally has sufficient funds 
to make his own investments in real 
estate or to pool his funds with a small 
group of investors having objectives 
similar to his. He then has the flexibility 
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of being able to buy and sell property to 
suit his own investment and tax objec. 
tives and need not rely on decisions of 
trustees who are obviously bound to act 
for the benefit of all the shareholders 
rather than for his benefit. 

I think it is dangerous, and perhaps 
misleading, to sell securities in a real 
estate investment trust on the basis of 
tax advantages to a high income tax 
bracket taxpayer. It took several years 
to get through Congress a bill alloy. 
ing favorable tax treatment to real es. 
tate investment trusts. The law was ob. 
viously designed to give the small jp. 
vestor an opportunity to invest in real 
estate by providing for an entity in the 
real estate field similar to mutual funds 
in the stock field. As stated in the House 
Committee report on H. R. 12559: 
“Your committee believes that the equal- 
ity of tax treatment between the bene. 
ficiaries of real estate investment trusts 
and the shareholders of regulated invest. 
ment companies is desirable since in 
both cases the methods of investment 
constitute pooling arrangements where- 
by small investors can secure advantages 
normally available only to those with 
larger resources.” 

Congress thus showed an intent to 
benefit the small investor in passing the 
law on real estate investment trusts. A 
concerted effort to sell stock based on 
tax advantages available to the high in- 
come tax bracket taxpayer, may well 
cause a Treasury Department effort to 
have the law revised or repealed, which 
may be successful in Congress. 

I must, therefore, repeat my original 
contention that the real estate investment 
trust will not generally appeal to the 
high tax bracket taxpayer. Nevertheless, 
I do feel, as pointed out in my article, 
that shares of a real estate investment 
trust will become a popular and advan- 
tageous method of investing in real es 
tate for other investors. 

Irving M. Grant 
Willis, MacCracken & Butler 


Los Angeles, Cal. 


“Widow and Her Money” 


I am writing Mr. Rukeyser compli 
menting him on his article in TRUSTS 


AND Estates, September issue (p. 800). | 
I have written to the Trust Division sug: | 
gesting that they put something on the 9 °° 


program at the Mid-Winter Trust Con- | 


ference along this line, or at least have 
a committee to start studying the 
problem. 
Noel L. Mills, 
Deposit Guaranty Bank 
& Trust Co. 


Jackson, Miss. 
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ESTATE TAX 


Transfer with enjoyment retained in- 
cludible in estate. Decedent created irre- 
vocable trust for benefit of herself, her 
surviving issue, brother and next of kin. 
Agreement provided that trustees were 
to pay decedent net income of trust or 
so much thereof as they deemed in their 
sole and absolute discretion proper for 
her support and maintenance. Balance 
was to be paid to her lawful issue and 
other relatives. All income of trust was 
in fact paid to decedent during her life- 
time. Gift tax return was filed for value 
of transferred interest. Commissioner 
included value of trust corpus in dece- 
dent’s estate. 


HELD: For Commissioner. Under 
trust instrument actual possession of 
corpus was irrevocably and completely 
transferred, and right to income was not 
retained. However, enjoyment of trust 
property was retained, To retain enjoy- 
ment does not require retention of legal- 
ly enforceable right to income but it does 
suggest requirement for prearrangement 
or informal agreement. Such prearrange- 
ment could be inferred from evidence in 
case. Gift tax return excluded value of 
retained life interest, and, in fact, dece- 
dent did receive income for life. There- 
fore, informal prearrangement existed, 
and decedent “enjoyed” property within 


j meaning of taxing statute. Est. of M. 


M. C. Skinner v. U. S., D.C.E.D., Pa., 
Sept. 19, 1961. 


Widow’s allowance denied marital de- 


+ duction. Under Iowa law, support allow- 


ance of $18,000 was paid to decedent’s 
widow in twelve equal monthly install- 
ments during administration of estate. 


4 Court could modify, diminish or termin- 
RUSTS § 


ate award upon petition of interested 


party. Commissioner disallowed marital 


deduction for value of allowance on 
ground that court possessed power, upon 
diminishing allowance, to require widow 
to account for excess already received, 
and thus property might pass to someone 


sued for refund. District Court held 
amounts actually paid widow qualify for 
marital deduction. 


HELD: District Court reversed. In de- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


termining whether interest in property 
is terminable, situation must be viewed 
as of date of death. Had widow died dur- 
ing period of payment, right to further 
allowance would cease, and terminated 
interest would add to residuary estate. 
Marital deduction is not allowable. U. S. 
v. W. W. Shafer, Exrx., 8th Cir., Aug. 24, 
1961. 


Trust transfer not included in estate 
where decedent-settlor served as co-trus- 
tee. On June 4, 1932, decedent created 
irrevocable trust for benefit of wife and 
two daughters. Decedent and bank served 
as trustees. Trustees were given broad 
administrative-management powers and 
also had discretion to distribute corpus 
to beneficiaries for their maintenance, 
welfare, comfort or happiness. Commis- 
sioner included value of trust corpus in 
estate. Executors paid tax and sued for 
refund. 

HELD: For estate. Evidence showed 
that decedent was extremely conserva- 
tive and frugal person and distributions 
for beneficiaries’ happiness would have 
been contrary to his philosophy. These 
distributions were intended to be made 
only for basic maintenance and welfare. 
Powers, moreover, would be subject to 
supervision of court of equity, and could 
be exercised only in conjunction with 
corporate co-trustee. Thus ascertainable 
external standard was fixed. Consequent- 
ly, trust did not reserve to decedent 
power to “alter, amend, revoke or termin- 
ate trust,” and trust property is, there- 
fore, not includible in estate. L. T. Pow- 
ell, Co-Exr. v. U. S., D.C. Kan., July 1, 
1961. 


Cash value of dower and homestead 
interests qualifies for marital deduction. 
Decedent’s widow elected pursuant to 
Alabama state law to receive, in lieu of 
provisions made for her in will, her share 
under state statute. Estate claimed mari- 
tal deduction for full amount of award. 
Commissioner disallowed deduction for 
cash value of dower interest and home- 
stead interests on ground that they 
were terminable, since wife’s dower in- 
terest, as such, was basically life estate 
in husband’s lands. 

HELD: For estate. Widow’s dower in- 
terest never vested and was never actu- 


ally assigned to her. She took instead 
sum awarded to her by court. This was 
not terminable interest. It, therefore, 
qualified for martital deduction, M. I. 
Heles, Exrx. v. U.S., D.C. Ala., Sept. 
12, 1961. 


INCOME TAX 


Assignment of annuity contract before 
maturity results in ordinary income. Tax- 
payer purchased annuity policy for $50,- 
000. Some twenty years later he assigned 
policy to bank for $97,200. Taxpayer 
treated difference as capital gain, where- 
as Commissioner determined it to be ordi- 
nary income. 

HELD: For Commissioner. Gain real- 
ized did not result from appreciation in 
value of capital asset, but was due to 
ordinary income produced by capital as- 
set. Ordinary income is to be treated 
separately from assignment of capital 
asset which gave rise to it. Ketz v. 
Comm., T.C. Memo. 1961-270, Sept. 28, 
1961. 


Property treated differently for estate 
and income tax purposes. Taxpayer and 
deceased husband owned real estate as 
community property. They later by writ- 
ten agreement divided holdings equally, 
so that each held half as separate prop- 
erty. For income tax purposes, they con- 
tinued to treat income from property as 
community income. Upon husband’s 
death, Commissioner denied estate right 
to include only decedent’s separate 
property in return, on ground that treat- 
ment of income as community income re- 
quired that property be treated as com- 
munity property for estate tax purposes. 
Later widow sold three of her separate 
properties and reported no gain on sale, 
on theory that as community property, 
returnable in estate, basis of property 
was fair market value at date of death. 
Commissioner, however, contended that 
property was taxpayer’s separate prop- 
erty and her basis for determining gain 
was original cost, less depreciation. 

HELD: For Commissioner. Taxpayer 
had effected partition of property. Court 
rejected taxpayer’s contention that Com- 
missioner’s treatment for estate tax pur- 
poses estopped him from claiming in this 
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proceeding that it was separate prop- 
erty. Moreover, taxpayer did not show 
that she had suffered any detriment. Es- 
tate tax and income tax are “different 
in kind and wholly disparate in their in- 
cidence.” B, L. Crosby v. Comm., T.C. 
Memo, 1961-272, Sept. 29, 1961. 


REVENUE RULINGS 


Income Tax: Nurses’ employment reg- 
istry not tax exempt. Association was in- 
corporated as nonprofit corporation to 
operate nurses’ registry and afford great- 
er employment opportunities for its 
members. Income of association is de- 
rived principally from membership dues, 
fees and assessments. Expenditures are 
made for salaries, office supplies and mis- 
cellaneous items. No part of its profits 
inures to benefit of any private party. 

Service rules that organization is pri- 
marily engaged in performing personal 
service for benefit of its members. Public 
participation is nominal. Since associa- 
tion is not operated exclusively for 
charitable purposes, it does not qualify 
as tax exempt. Rev. Rul. 61-170, I.R.B. 
1961-39, 7. 


Income Tax: Charitable deduction lim- 
ited to amount by which donation ex- 
ceeds fair market value of benefit re- 
ceived by doner. Contributions are often 
made -> organizations where donor re- 
ceives some material benefit in return, 
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such as tickets to theatre, tours, trips 
and the like. 

Service rules that in such cases taxpay- 
er may deduct only that amount which 
exceeds benefit received. Contribution to 
charity is fully deductible only if made 
without any consideration of benefit flow- 
ing to donor. I.R.S. News Release No. 
IR-400, Sept. 25, 1961. 


Income Tax: Savings banks in securi- 
ties pool treated as grantor trusts. Under 
New York law group of savings banks 
entered into trust agreement with trust 
company as medium for certain security 
transactions. Trustee acquired certain 
mortgages and issued certificates of par- 
ticipating interest to each grantor bank. 

Service rules that trust is not asso- 
ciation taxable as corporation since trus- 
tee cannot vary investment portfolio of 
trust. Each bank is treated as owner of 
aliquot portion of trust, and all income, 
deductions and credits attributable there- 
to are treated as those of that bank. Rev. 
Rul. 61-175, I.R.B. 1961-40, 8. 





TRANSFERS TO SAVE DUTY 


A discussion in the August Jowrnal of 
the Institute of Bankers of Section 32 of 
the Trustee Act, 1925 (England) which 
empowers trustees in appropriate cir- 
cumstances to pay or apply capital for 
the advancement or benefit of an absolute 
or contingent beneficiary, points out that 
it has been used to transfer money to 
other settlements for the primary pur- 
pose of saving estate duty. In a recent 
decision, however, the Court held that 
the power of advancement would be val- 
idly exercised only if it could be shown 
to be clearly for the minor’s benefit at 
the time when the power was exercised. 
Otherwise the transaction would’ be 
nothing less than a re-settlement of the 
capital upon trusts not contemplated by 
the will and not authorized by Section 32 
of the Act. 

A A A 
e The Virginia Bankers Association 
Trust Committee agreed to abolish the 
Trust School at U. of Virginia, and to 
enlarge the One-Day Trust Conference. 
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BaR RELATIONS — Attorney Not Li- 
able for Negligence in Technical 
Violation of Rule Against Perpetui- 
ties 

California—Supreme Court 
Lucas v. Hamm, 56 A.C. 604 (Sept. 5, 1961). 


Defendant attorney prepared a will 
for Emmick, the will containing a pro- 
vision which postponed termination of a 
testamentary trust to a date which could 
improbably though conceivably be _ be- 
yond the time permissible for the vesting 
of interests under the rule against per- 
petuities. Superior Court sustained de- 
murrer to the complaint without leave 
to amend. District Court of Appeal re- 
versed this judgment. 

HELD: Trial Court affirmed. 

The rule against perpetuities is a diffi- 
cult subject which the ordinary lawyer is 
not required to know much about. The 
court was influenced by the fact that the 
violation of the rule here was of an ex- 
tremely technical nature, depending on 
a contingency deemed very remote. 

As to a further count based on alleged 
negligence of the attorney in effectuat- 
ing a settlement the court held no cause 
of action was stated. 


CLaimMs — Participation in Breach of 
Trust 


Pennsylvania—Supreme Court 
Zagrans v. Cohn, 404 Pa. 315. 


In selling a taproom, the sellers ac- 
cepted checks of the trustee of a trust 
in part payment of a personal purchase 
by the trustee. The checks were signed 
“Bernard R. Cohn, Trustee” and were 
paid by the bank from the funds of the 


] trust. The trustee also gave two small 


trust checks to individuals who were 


j helping him finance the balance of the 


purchase price. The succeeding trustee 
brought suit against the trustee, the 
sellers and the other individuals who re- 
ceived trust checks. The lower Court 


} found for plaintiff on all counts. 


HELD: Affirmed. Where a _ trustee 
takes title to trust property in his own 
hame, the beneficiary has the option to 
accept the investment or require the 
trustee to account for the purchase 
money. Here the defendants who sold 
the property were active and interested 
participants in the breach of trust and 
the other defendants knew or ought to 
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have known that trust funds were being 
used and therefore are equally liable 
with the others for participating in the 
breach of trust. 


CLaims — Will Constituted Memor- 
andum of Oral Contract 


Florida—District Court of Appeal, 2nd District 
Rank v. Sullivan, 132 So. 2d 32. 


Decedent stated in her will that she 
had theretofore entered into an agree- 
ment with Sullivan by which he had an 
option to purchase her interest in several 
corporations, Following decedent’s death, 
the options were duly exercised. In this 
litigation, it was shown that there were 
written options on all corporations save 
one — Tamarind Land Co. — in respect 
to which there was only an oral option. 

HELD: The Florida Statute of Frauds 
requires that contracts to sell personalty 
must be evidenced by some written 
memorandum. However, the will consti- 
tuted a sufficient memorandum. 


DISTRIBUTION — Adult Child Adopt- 
ed by Unmarried Decedent Not En- 
titled to Inherit 


Florida—District Court of Appeal, 1st District 
Tsilidis v. Pedakis, 132 So. 2d 9. 


Decedent, a Florida resident, had 
adopted a male adult under the laws of 
Greece. Subsequently, decedent died, 
leaving a will which was executed prior 
to the date of the adoption and which 
made no provision for the adopted man. 
Decedent had never been married. The 
will was probated and the adopted adult 
male made demand upon the executor 
of the estate to recognize him as the pre- 
termitted heir of decedent, and, accord- 
ingly, entitled to inherit. The Chancellor 
held that the adopted adult was not en- 
titled to inherit and he appealed. 

HELD: Affirmed. The Florida statutes 
provide that an adopted child shall be 
an heir’ for the purpose of inheritance 
(F.S. 731.30), and further provide that 
when a testator omits to provide in his 
will for any of his children born after 
the making of the will, such child shall, 
nevertheless, be entitled to inherit a 
child’s share as a pretermitted heir (F.S. 
731.11). Nevertheless, it is also provided 
by Florida statutes (F.S. 72.34) that 
any adult married couple, or the sur- 
vivor thereof, may, under certain cir- 
cumstances, adopt an adult. From the 
latter statute, the court reasoned that 


it was repugnant to the policy of the 
State of Florida to permit adoption of 
an adult by a single person, and, there- 
fore, while Florida might recognize the 
validity of the Greek adoption, it was 
not compelled to accord to it the inci- 
dents which affect inheritance. 


DISTRIBUTION — Discretion of Trus- 
tee as to Payment of Income 


California—District Court of Appeal 

Estate of Hinckley, 195 A.C.A. 211 (Aug. 25, 

1961). 

Fanny Hinckley, the testatrix, who 
died in 1945, created a testamentary 
trust for her brother, Louis Barnes, an 
alcoholic who later became incompetent, 
and was admitted to a State hospital in 
1948. She directed the trustee to pay 
out of income to Louis $40 a month, 
further providing that “In the event of 
illness, accident or other want or neces- 
sity,” the trustee might in his uncon- 
trolled discretion expend principal. Trust 
is to end at death of Louis and be dis- 
tributed to various persons. Trustee paid 
at least $40 a month to Department of 
Mental Hygiene, increasing this amount 
at times. At time of hearing in lower 
court he was paying $150 a month. De- 
partment claimed this was not sufficient, 
and through this petition to the Superior 
Court for an order instructing the trus- 
tee, claimed additional amounts, From 
an adverse decision the Department ap- 
peals. 

HELD: Affirmed. Payments made for 
support of the incompetent were within 
trustee’s discretion, which was absolute. 
Court distinguishes Estate of Lackmann, 
156 Cal. App. 2d 674, 320 P. 2d 186, be- 
cause of fact (1) that a mother (there) 
is a person legally liable for support of a 
mentally ill person, an inmate of a state 
institution; (2) terms of the Hinckley 
trust made it clear that testatrix, who 
had no duty to support her brother, did 
not intend to provide for his full support 
but to pay only such sums as trustee in 
his discretion might find it proper to 
pay. 


DISTRIBUTION — No Right of Inheri- 
tance by Citizens of Soviet Union 


California—District Court of Appeal 

Estate of Gogabashvele, 195 A.C.A. 562 (Sept. 

12, 1961). 

Decedent, a veteran of the Armed 
Forces of the United States, died in a 
Naval Hospital. His sister Nadia, to 
whom he left his estate, being deceased, 
Nadia’s two children, Eduard and Elena, 
both citizens and residents of the Soviet 
Union (Republic of Georgia), sole heirs 
of decedent, claimed as alternate bene- 
ficiaries. 

The United States filed a dates for 
the personal property under the Care 
Contract Law (38 U.S.C.A. §§5220- 
5228) in return for hospital care and 
treatment received at the Veterans Hos- 
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pital; contended also, as did the State 
of California, which claimed an escheat, 
that decedent died intestate because of 
lack of reciprocal rights of inheritance 
with the Soviet Union. Trial court held 
Russian claimants entitled to receive 
entire estate, not deciding issue between 
the United States and California, as to 
which claimant was entitled to receive 
the personalty. United States and Cali- 
fornia appealed. 

HELD: Reversed. After an elaborate 
(12-page) review of Soviet law, court 
concludes “that no reciprocal rights of 
inheritance existed between the United 
States and the U.S.S.R. as of August 14, 
1956,” the grounds stated being as fol- 
lows: 

(1) Residents and citizens of United 
States have no rights under Soviet law 
as that term is employed in Probate 
Code Section 259 (providing for recipro- 
eal rights of inheritance). 

(2) Because of secret laws, unre- 
pealed obsolete laws, and recognition of 
ex post facto laws, it is impossible to 
ascertain with certainty the state of 
Soviet law on any issue. 

(3) Under Soviet constitutional pro- 
visions and published laws available for 
scrutiny by the court, there is express 
discrimination against non resident alien 
heirs. 

(4) The laws of the U.S.S.R. do not 
give citizens of United States a right to 
inherit in the Soviet Union. 

(5) There are no treaties or agree- 
ments between United States and Soviet 
Union respecting reciprocal rights of 
inheritance. 

COMMENT: The American Bar Asso- 
ciation, through its House of Delegates, 
has twice gone on record as favoring, 
by repeal of the Connally Amendment, 
delegation of a substantial part of the 
sovereignty of the United States to a 
“court” (which can be composed entirely 
of non-lawyers), one of whose members 
comes from the U.S.S.R., and whose 
President represents one of its satel- 
lites, namely, Poland. This action by a 
supposedly responsible body poses a peril 
to which trustmen, as well as lawyers, 
need to be alerted. 


DISTRIBUTION — Trustees Authorized 
to Consider Other Resources in De- 
termining Amount of Income to Dis- 
tribute 


Washington—Supreme Court 

In re Larson’s Estate, 158 Wash. Dec. 674; 364 

P. 2d 494. 

Mrs. Larson died in 1945 leaving sur- 
viving Shirley Parker, her son by a prior 
marriage, and his 4-year old son, Daryl. 
Her son, Shirley, was named co-trustee 
with a bank under her will. Shirley died 
in 1950 and Jay Whitefield succeeded him 
as co-trustee. The will provided that all 
of the net income of the Trust Estate be 


distributed quarterly to her son Shirley. 


as long as he shall live, and after his 
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death the Trust Estate shall be held in 
trust for het grandson, Daryl. The 
grandson is to receive the net income 
quarterly until he is 30 years of age, 
when one-half of the then principal is 
to be distributed to him, and the remain- 
ing half is to be held in trust for him 
until he is 35, when the remainder is to 
be distributed to him. The will author- 
izes the Trustees to pay income to or 
apply it for, the benefit of a minor bene- 
ficiary, and provides that unexpended 
income for a minor shall, unless other- 
wise provided in the will, be accumulated 
for the benefit of the minor and paid to 
him on attaining majority. The will 
further provides: 

“(7) Said trustees may in their dis- 
cretion withhold or reduce payments of 
income to any grandchild beneficiary here- 
under either during or after his or her 
minority in the event said trustees deter- 
mine that the payment of all of the in- 
come of any beneficiary’s share to him 
would be improvident or would be un- 
necessary ‘0 provide for his proper educa- 
tion, care, and maintenance. Any income 
so withheld shall be reinvested and ac- 
cumulated and shall subsequently be paid 
to said beneficiary at the time the trust 
as to his share terminates.” 

Daryl] attained his majority in Septem- 
ber 1958. The income from the Trust has 
been approximately $3,500 per month. 
During Daryl’s minority, the Trustees 
withheld from net income and accumu- 
lated approximately $150,000 in excess 
of the amounts applied for his use. Prior 
to commencing these proceedings for con- 
struction of the will, Daryl demanded 
these accumulations from the Trustees, 
which they refused. 

Since he became of age, the Trustees 
have been paying Daryl $2,000 per month 
from the net income of the Trust, and 
have accumulated the balance. Daryl also 
questioned the right of the Trustees to 
pay him less than the entire net in- 
come. 


HELD: (1) that income accumulated 
for Daryl during his minority could 
be withheld by the Trustees in their 
discretion until the termination of the 
Trust, and distributed one-half at age 
30 and one-half at age 35; and (2) 


that the Trustees may, in their discre. 
tion, distribute less than the entire jn- 
come to Daryl after his majority, with- 
holding that portion of the income, the 
payment of which the Trustees deter. 
mine would be improvident or unneces- 
sary to provide for his proper educa- 
tion, care and maintenance; and (3) 
that in determining the portion of the 
income not necessary for his education, 
care and maintenance, the Trustees may 
consider other resources available to him. 


The provision of the trust instrument 
as to the distribution of net income to 
the grandson is clearly subject to the 
provisions of Section (7) in which the 
testatrix gave the Trustees discretion to 
withhold or reduce income payments to 
the grandson, either during or after 
his minority. In exercising their dis- 
cretion the Trustees are entitled to con- 
sider other resources available to him. 


FIDUCIARIES Court’s Discretjon 
Will Not be Substituted for Discre- 
tion Vested in Trustee 


Washington—Supreme Court 

Peoples National Bank v. Jarvis, 158 Wash. Dec. 

630; 364 P. 2d 436 (Aug. 31, 1961). 

The bank as trustee of an inter vivos 
trust brought this action for a declara- 
tion judgment authorizing it to pay 
medical bills incurred by the trustor 
and primary beneficiary, Ethel Jarvis, 
together with nursing care, the cost of a 
housekeeper and medical expenses in the 
future arising from her illness. Mrs. 
Jarvis set up the trust in 1949, a month 
prior to her divorce from the defendant, 
Emil Jarvis, with assets valued at 
$30,000. The trustor recited in the trust 
instrument that her primary purpose 
was to provide a flexible plan for her 
financial security. The trustor suffered 
a stroke in 1959, resulting in substantial 
medical expenses. The trust estate is 
now worth $80,000. The trust instrument 
authorized the trustee to pay to Ethel 
Jarvis or apply for her benefit such 
portions of the principal of the trust 
estate as it shall deem proper for her 
support and maintenance. Emil Jarvis, 
a contingent income beneficiary, stated 
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he would take legal action to 


| expens: 
| make ti: Trustee personally liable there- 
for, an’ claimed that the Trustor should 
be pla d in a rest home where she 
could b+ cared for at less expenses. 
The ial Court upheld the Trustee’s 
discretionary power to make the pay- 


ments aid allowed $500 in fees to plain- 
tiff Trustee’s counsel and $750 in fees 


for counsel for Mrs. Jarvis, and her 
daughter who appeared by the same at- 
torneys. 

HELD: Affirmed. The Court will not 


substitute its discretion for the discre- 
tion conferred upon the Trustee. The 
discretion of the Trustee is not subject 
to control by the Court except to prevent 
an abuse of such discretion. In view of 
appellant’s claim that the Trustee would 
be personally liable if it paid the medical 
expenses, the Trustee was in no position 
to administer the Trust until its powers 
were judicially determined. In the dis- 
cretion of the Court, and not as a matter 
of right, attorneys’ fees and other ex- 
penses reasonably and necessarily in- 
curred by all necessary parties to liti- 
gation may be charged to the Trust 
Estate, where such litigation with re- 
spect to material issues is necessary, if 
an adjudication is essential to the proper 
administration of the Trust, and the liti- 
gation is conducted in good faith for 
the primary benefit of the Trust as a 
whole. There is no indication in the 
record that the Trial Court abused its 
discretion in allowing attorneys’ fees to 
the respondents. 


Joint TENANCY — Evidence Over- 
came Presumption of Joint Account 


Pennsylvania—Supreme Court 
Berdar Estate, 404 Pa. 93. 


This case was a contest between the 
administrator of a decedent’s estate and 
the surviving joint tenant over the own- 
ership of a saving account. The claim- 
ant’s evidence consisted of the signa- 
ture card which merely said the account 
was joint with right of survivorship. 
The evidence offered by the administra- 
tor was oral testimony that the account 
was created for the convenience of de- 
cedent so that someone could make with- 
drawals for him. The lower Court 
awarded the account to the administa- 
tor. Claimant appealed. 

HELD: Affirmed. The signature card 
did not inform the depositors that the 
funds were to be owned by them jointly, 
that upon the death of either, the bal- 
ance in the account would be the abso- 
lute property of the survivor, or that the 
agreement was irrevocable without the 
tonsent of both parties. The oral testi- 
mony did not violate the parol evidence 
tule and was sufficiently clear, precise 
and convincing to overcome the prima 
facie of donative intent established by 
the signature card. 
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PERPETUITIES — Trust of Business 
Stock Violated Gross Period 


Oregon—Supreme Court 

Agan, et al v. United States National Bank, et 

al, 363 P. 2d —, No. 5. 

This is a class suit on behalf of the 
plaintiffs and all other persons then in 
the employ of the Journal Publishing 
Company or who are associated with 
the management and operation of the 
Oregon Journal. The plaintiffs sought to 
restrain the defendants from administer- 
ing certain tursts in a manner alleged 
to be in violation of the terms thereof. 


Similar trusts were established by 
Maria and Philip Jackson, for use with- 
in the State of Oregon for charitable, 
educational or eleemosynary purposes 
and for the advancement of public wel- 
fare with the trustees having a wide 
discretion in selecting the beneficiaries. 
The trustees were given sole discretion 
as to the operation of the Oregon Journal 
and, if they used their discretion to make 
a sale of the Oregon Journal or the stock 
of the Journal Publishing Company, the 
trustor suggested that, if possible, the 
ownership and control be retained on a 
local basis, preferably in the hands of 
persons who are then in the actual em- 
ploy of Journal Publishing Company or 
who are associated with the management 
and operation of the paper. 

The defendants demurred to the com- 
plaint on the following grounds: (a) that 
plaintiffs had no legal interest in the 
enforcement of the trust; (b) that the 
trust being charitable, the Attorney Gen- 
eral was a necessary party plaintiff; (c) 
that the complaint did not show any 
facts indicating the defendants had 
abused their discretion; and (d) that 
even assuming an abuse of discretion, 
the plaintiffs have no legal protected 
interest in the absence of allegations 
that the plaintiffs were willing and able 
to purchase the stock of the Journal] Pub- 
lishing Company at a reasonable price. 

The demurrer to the complaint was 
sustained by the trial court and a de- 
cree of dismissal was entered. 

Upon appeal to the Supreme Court an 
additional objection was raised, being 
that of a violation of the rule against 
perpetuities. 


HELD: Affirmed. The beneficiaries of 
a trust can consist of a class if the class 
is sufficiently definite so that its mem- 
bership can be ascertained. The trust 
in this particular instance must be 
drafted in such a manner that the in- 
terest must vest, if it will vest at all, 
within the permissible perpetuities period 
which, in Oregon, is measured by lives 
in being and twenty-one years plus ap- 
plicable periods of gestation after the 
creating of the interest. In the instant 
matter, the vesting of the purported 
interest does not relate to any measur- 
ing lives and the limitation would there- 
fore be twenty-one years from the date 


of the creation of the interest, or the 
“neriod in gross.” Inasmuch as the trus- 
tees might not elect to dispose of the 
Journal stock until after the twenty-one 
year period had expired, the gift to the 
class would be void by reason of vio- 
lating the rule against perpetuities. As 
the trust is to be considered as chari- 
table, the plaintiffs would have no stand- 
ing unless they have a sufficient special 
interest. 


WILLs — Construction — Beneficiary 
of Trust Fund Established in Codi- 
cil Entitled to Increments 


West Virginia—Supreme Court 
Claymore v. Wallace, 120 S.E. 2d 241. 


Testator left the residue of his estate 
in trust. It was provided, among other 
things, that his granddaughter was to 
receive $250 a month until her death or 
the trust as to her sooner terminated. 
By a codicil, testator established a 
$30,000 fund to be paid by the trustee 
to the granddaughter at the monthly 
rate provided in the will, and in all 
other respects to be handled and dis- 
bursed subject to and in accordance 
with the ‘several terms of the will. The 
codicil did not contain any provision with 
respect to increments. The granddaugh- 
ter was paid $250 a month until a total 
of $30,000 had been paid to her. The 
granddaughter then sought a declaratory 
judgment that she was also entitled to 
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the income earned on the $30,000. The 
lower court so ruled. 

HELD: Affirmed. After discussing the 
differences between annuities, deferred, 
specific, general and demonstrative lega- 
cies, the court concluded that the be- 
quest need not be classified as one or 
the other because the sum was left in 
trust. The court noted the will specified 
that the trustee was to collect, accumu- 
late, disburse and distribute the rents, 
profits and income, and then held that 
where, for a particular beneficiary, a 
trust fund is created in a codicil which 
does not specifically dispose of any in- 
crements, a general clause in the will 
disposing of increments of the trusts 
created by distributing them to the 
beneficiaries thereof would carry the 
necessary implied intent to let the in- 
crements naturally follow the equitable 
ownership of the trust fund created in 
the codicil. 

NoTE: The court observed that the 
problem arose because instead of. re- 
writing the will, major changes in the 
disposition of the estate were made by 
way of a codicil. 


WILLs — Construction — In Terror- 
em Clause is Void Without Express 
Limitation Over 


Georgia—Supreme Court 
Broach v. Hester, 217 Ga. 59, 121 S.E. 2d 111. 


Testator bequeathed and devised a life 
estate in all of his property to his wife, 
with remainder over to two of his sons, 
who were also named executors. Testator 
provided that the remaindermen must 
pay $200 to each of his other children 
before going into possession of the de- 
vised lands. In a later item, he made 
this an express bequest to each of his 
other children. 

The will further contained an in ter- 
rorem clause: “. . . that if any one of 
my said children take any steps to cause 
any expense in probating this my will or 
contesting same any way, that such child 
shall forfeit any and all benefits under 
terms thereof.” 

Six of the seven children to whom the 
$200 was bequeathed unsuccessfully con- 
tested the will. When the life-tenant 





died, the two remaindermen-executors 
went into possession of the property and 
did not pay the $200 to each of the other 
children. The executors then filed their 
application for discharge. The other chil- 
dren filed a caveat to the discharge al- 
leging that they must be paid their $200 
legacies prior to the discharge. 

The legatees contended that the in ter- 
rorem clause was void since it did not 
contain a “limitation over to some other 
person” as required by Ga. Code §113- 
820. Judgment was rendered in favor of 
the executors by the Court of Ordinary 
and, on appeal, by the Superior Court. 

HELD: Reversed. The requirement in 
Ga. Code §113-820 that an in terrorem 
clause must contain a “limitation over 
to some other person; in which event 
the latter shall take” (italics supplied) 
is not met in testator’s will. No gift 
over was provided by the fact that 
the result of forfeiture here would be 
that the two sons would keep the money; 
rather, the forfeiture would simply re- 
lieve the land of the charge. There must 
be a specified alternative to satisfy the 
requirements of the Code. Therefore, the 
in terrorem clause is void and the lega- 
tees should prevail. 

Note: Supreme Court has never passed 
upon what language constitutes a limita- 
tion over within the meaning of the 
above Code section. The court points out, 
in dicta, that a mere general gift of the 
residue, or a gift over to the testator’s 
estate, does not comply with the Code’s 
requirement, because these are not speci- 
fied alternatives in the in_ terrorem 

clause. 


WILLs — Construction — “Living Lin- 
eal Heirs” Determined as of Death 
of Last Life Beneficiary — Legiti- 
mated Grandchildren Included 


Rhode Island—Supreme Court 

Rhode Island Hospital Trust Company, Trustee 

v. Hopkins, 172 Atl. 2d 345. 

Testator gave life interests in several 
trusts to various beneficiaries with pro- 
vision that on the death of each his share 
of income should be divided equally 
among the survivors. On the death of 
the last surviving life beneficiary the 
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remainder was to “be divided equally 
per capita among all my living linea] 
heirs.” 

On the death of the last surviving 
beneficiary the trustee brought a jj 
seeking construction of the will. Three 
principal questions were presented: 
First, whether the “living lineal heirs” 
were to be determined as of the death 
of the testator or as of the death of the 
last surviving life beneficiary; Second, 
whether all living descendants would 
take, including issue of living descend. 
ants; and Third, whether four grand. 
children of testator by a second and 
bigamous marriage of testator’s de. 
ceased son would take. This second mar- 
riage was validated and the children 
legitimated by the death of the son's 
first wife subsequent to the testator’s 
death but prior to the death of the last 
surviving life beneficiary under the 
prior decision of the Supreme Judicial 
Court of Massachusetts (where the son 
died domiciled), the second wife not 
having known of her husband’s prior 
marriage before the birth of the chil- 
dren. 

HELD: (1) Although the law favors 
early vesting of gifts and the word 
“heirs” normally refers to heirs deter- 
mined as of the testator’s death, it was 
clear from the dispositive scheme of the 
testator that he intended his “living 
lineal heirs” to be determined as of the 
death of the last surviving life bene- 
ficiary. 

(2) The word “heirs” was used in the 
normal sense and, therefore, did not 
include issue of living descendants of 
the testator. 

(3) The four grandsons were de- 
clared legitimated and, therefore, entitled 
to inherit from their father under 
Massachusetts law, the law of their 
domicile, by the decision of the Supreme 
Judicial Court of Massachusetts. There 
were no words of restriction or limita- 
tion in the Massachusetts statute under 
which they were legitimated and, there- 
fore, they were entitled to share with 
the other “living lineal heirs.” 


WILLs — Construction — Principal to 
be Distributed to Heirs Determined 
as of Death of Testator, Not Life 
Tenant 


Delaware—Court of Chancery, New Castle Co. 
Bank of Delaware v. Hitchens, 173 A.2d 339. 


Testator created a testamentary trust 
providing for the payment of income 
to a named beneficiary for life with 
the principal to be divided equally upon 
her death “among the following rela- 
tives of mihe who are at that time 
alive.” A nephew, a brother and three 
sisters were named. In Item Eighth of 
his will testator provided: “In the event 
that all of the distributive provisions 
of this will fail, then I direct that may 
estate be distributed as provided for m 
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the law. of Delaware for intestate es- 
tates.” 

All o° the named remaindermen pre- 
decease’ the life tenant. Upon the death 
of the ‘fe tenant the successor trustee 
sought ‘ustruction with respect to the 
distribu'‘on of principal, assuming the 
applicai\ity of Item Eighth of the will, 
but alicging an uncertainty as_ to 
whether ‘he intestate beneficiaries were 


to be dei: rmined as of the date of death 
of the testator or as of the death of the 
life beneficiary. 

HELD: An intestate distribution was 
indicated both by the provisions of Item 
Eighth and by the resulting intestacy 
under the provisions of the testamentary 
trust. Finding no clear and unambigu- 
ous indication of an intention to the 
contrary, the court applied the general 
rule of construction that the heirs at 
law are determined as of the date of 
death of the ancestor and not as of the 
death of the last life tenant, and ordered 
that the trust remainder be distributed 
to such heirs at law or their successors 
in interest. 

In a supplemental opinion the court 
discarded arguments of two of the de- 
fendants designed to exclude  testa- 
mentary dispositions of predeceased in- 
testate distributees in determining their 
successors in interest and ruled that the 
trustee should follow testamentary dis- 
positions of estates where they exist. 


WILLS — Construction — Remainder 
Held Vested 


Kansas—Supreme Court 
In re Estate of Paulson, 188 Kan. 467. 


The question is whether Doris Paulson 
owned at the time of her death the re- 
mainder interest in land. Her grand- 
father, who died in 1927, devised “to my 
son, William I. Paulson and Alpha Paul- 
son, his wife, and to the survivor of 
them, during the term of their natural 
lives, the use, rents, issues and profits 
of the (description of real estate) 
and after the death of the said William 
I, Paulson and Alpha Paulson, his wife, 
and the survivor of them I give and de- 
vise said real estate in this paragraph 
described to the children born of the 
bodies of the said William Paulson and 
Alpha Paulson, or either of them, pro- 
vided however, that in case of such child 
or children so born should be dead at the 
time of the death of the survivor of the 
said William I. Paulson and Alpha Paul- 
son, leaving children surviving them, 
then and in that event such children 
shall take the share that their deceased 
Parent would have taken‘if such de- 
teased parent had outlived the said Wil- 
lam Paulson and Alpha Paulson.” 

Her father and her brother, in separ- 
ate answers to Petition for Final Settle- 
ment in the Estate of Doris Paulson, 
tontended that Doris had been vested 
nly with the contingent remainder as a 





STATES 


(\ovemBer 1961 


child of William, her father, and that 
since she predeceased William and died 
without children, she took no interest 
in the land in question. The District 
Court held that Doris had a vested re- 
mainder and that the property which she 
received from her grandfather wovld 
pass under the terms of her will. 

HELD: Affirmed. No remainder will 
be construed to be contingent which may, 
consistently with the words used and 
the intention expressed, be deemed 
vested. Appellant strongly urged that 
the last provisions of the auoted clause 
make it plain that the testator intended 
the children of William and Alpha had 
to survive both their parents before they 
received a vested interest. But, the testa- 
tor did not say so, and he easily could 
have done so. 


WILLs — Construction — Remainder- 
men Who Predeceased Life Bene- 
ficiary Did Not Have Vested Estate 


Washington—Supreme Court 

In re Soesbe’s Estate, 158 Wash. Dec. 636; 364 

P. 2d 507. 

H. E. Soesbe, by his will, left the resi- 
due of his estate to a bank in trust, to 
pay $200.00 per month to his sister, 
Minnie Dewar, for life and upon her 
death to pay the residue to his wife, 
Winifred Soesbe. However, Mrs. Soesbe 
predeceased the life beneficiary. The 
trustee, in doubt as to the disposition of 
the balance of the trust after the death 
of Minnie Dewar, sought the Court’s in- 
structions. The Trial Court held the 
wife had a vested interest in the trust 
remainder and decreed the payment of 
the trust balance to her testamentary 
beneficiaries. The testator’s beneficiaries 
appealed and claimed that the testator’s 
intent was that the widow should have 
the balance only if she survived the life 
beneficiary. 

HELD: Reversed. Will evidences care- 
ful attempt to dispose of the testator’s 
entire estate with a view to all possible 
contingencies. He had three separate 
schemes depending upon (1) whether 
his wife and sister survived him, (2) 
whether his wife predeceased him, or (3) 


whether his wife and sister predeceased 
him. The only uncontemplated contin- 
gency was the one that happened — his 
wife as a remainderman of the sister’s 
life estate, died before the termination 
of the life estate. From the pattern of 
these three plans, the testator intended 
in the present contingency to distribute 
his estate beyond either his life or that 
of his wife’s relatives. He did not choose 
to allow his property to pass by in- 
testacy in the event his wife and sister 
predeceased him, nor did he intend any 
remaining trust corpus to revert to his 
estate or pass by intestacy. The will ex- 
presses the plain testamentary intention 
that the balance falls within the residu- 
ary provisions of paragraph 6, to those 
named therein to take in the event both 
his wife and sister should predecease 
him. 


WILLs — Mutual — Later Will Re- 
voked Mutual Instrument 


Florida—District Court of Appeal, 2nd District 
In re Shepherd’s Estate, 130 So. 2d 888. 


Decedent and her husband had ex- 
ecuted in 1955 a mutual will, which speci- 
fically provided that neither could alter, 
amend or revoke it after the death of 
the first to die. Shortly after her hus- 
band’s death, decedent executed an in- 
dividual will in 1957, revoking all prior 
wills. The executor, named in both the 
mutual and the individual will, sought 
to probate the individual will and pro- 
duced before the probate court the 
mutual will. The probate court refused 
to probate the individual will. 


HELD: As a will is an ambulatory 
instrument, it can be revoked, even in 
opposition to an agreement therein not 
to do so. Hence, a probate court cannot 
admit a mutual will to probate after 
its revocation, nor can it refuse to 
probate a validly executed subsequent 
will, in violation of an agreement by 
testatrix not to execute such subsequent 
will. The sole recourse of the interested 
parties is to bring a proper action in a 
court of equity, seeking to impress a 
trust on the property involved in favor 
of the beneficiaries of the revoked will. 
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Organized as N. W. Harris & Co. 1882—Incorporated 1907— Member Federal Reserve System... Federal Deposit Insurance Corporation 


111 WEST MONROE STREET—CHICAGO 90 











What he’s starting, you'll be glad to finish 


NOT ONLY BECAUSE of what he’s starting, but 
how...it’s the hours of fact-finding and study 
behind the Connecticut General man’s notes 
that makes them valuable to you as a lawyer 
and to your client. 


You'll be surprised at the scope of the material 
the CG man gathers. Every asset of your client 
is included. Is it working toward the kind of 
future your client is planning for? If not, the 
CG man has a thoughtful recommendation for 
more productive use. 


All the background work has been done by the 


CG man...an important saving of your time! 
With the facts revealed, you will be able to 
give your client more rapidly the full benefit 
of your analysis and counsel. 


Quite probably this first meeting will prove so 
profitable for you and your client, you’ll come 
to regard the CG man as a welcome associate 
from his first visit on. 

Connecticut General Life Insurance Company, 
Hartford 

Life... Accident...Health...Pension Trusts 
Group Insurance and Pension Plans... Annuities 


CONNECTICUT GENERAL @@sp 
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